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THE PllIMlTIVE ECONOMICS OE THE TROBTITAND 
ISLANDERS ^ 

Only a very slight acquaintance with ethnological literature 
is needed to convince us that little attention has been paid so far 
to the problems of economics among primitive races. A certain 
amount of speculation has been devoted to origins of economic 
institutions — more especially to origins of property ; to the stages 
of economic development, and to certain questions of exchange, 
“primitive money,” and rudimentary forms of division of labour. 
As a rule, however, small results have been achieved, because 
the amount of serious consideration given by theoretical writers 
to economic problems is in jio way proportional to their com- 
plexity and importance, and the tiehl observations extant are 
scanty. Again, the lack of inspiration from theoretical work has 
reacted detrimentally on etlmograpbic held work, and a careful 
survey of the best records of savage life reveals little or nothing 
that might be of value to the economist. 

A student of economics, in possession of a systematic theory, 
might be naturally tempted to inquire how far, if at all, his 
conclusions can be applied to a type of society entirely different 
from our own. He would attempt in vain, however, to answer 
this question on the basis of the ethnological data extant, or, if 
he did, his results could not be correct. In fact, the question 
has been set forth and an attempt at its solution made by 
C. Buechcr in his Indiis trial K volution. His conclusions are, in 
my opinion, a failure, not owing to imperfect reasoning or 
method, but rather to the defective material on which they are 
formed. Buecher comes to the conclusion that the savages — 
he includes among them races as highly developed as the Poly- 
nesians— have no economte organisation, and that they are in 

^ E4»umi of a courso of lecturo4 given at tho London School of Economics in 
the Summer Term, 1920, embodying some results of tho Robert Mend 
Ethnograpliic Expedition to British New Guinea. 
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a pre-economio stage — the lowest in that of the individual search 
for food, the higher ones in the stage of self-sufficient household 
economy. 

In this article I shall try to present some data referring to 
the economic life of the Trobriand Islanders, a community living 
on a coral archipelago off the north-east coast of New Guinea. 
These natives, typical South Sea Islanders of the Melanesian 
stock, with a develo|>ed institution of chieftainship, great ability 
in various crafts and a fine decorative art, certainly are not at 
the lower end of savagery. In their general level of culture, 
however, they may be taken as representative of the majority 
of the savage races now in existence, and they are less developed 
culturally than the Polynesians, the bulk of North American 
Indians, of Africans, and of Indonesians. If we find, therefore, 
distinct forms of economic organisation among them, wc are safe 
in assuming that even among the lowest savages we might 
expect to find more facts of economic interest than have been 
hitherto recorded. 

I shall first give an outline of the natural resources of the 
Trobrianders and a broad survey of the mariner in which these 
are utilised. The natives live on flat coral islands, covered with 
rich, heavy soil, very well suited for the cultivation of yams and 
taro, and they also enjoy a good regular rainfall. The coast is 
surrounded in parts with a fringing reef, in parts it encloses 
a big, shallow lagoon, teeming with fish. Having such excellent 
natural inducements, the natives are splendid tillers of the soil 
and first-rate fishermen, efficient and hard-working in both 
pursuits. These in turn reward them with a perennial abundance 
of food, sufficient to support a population very dense, as com- 
pared with other tribes of that part of the world. In gardening 
the natives obtain their fine results in spite of using only the 
most primitive implement — a jx)inted stick, made and discarded 
every time they go to work. In fishing they use big nejs, also 
traps, fish-hooks and poison. As manufacturers they excel in 
wood-earving, basket-weaving, ajid the production of highly-valued 
shell ornaments. On the other hand, through lack of material, 
they have to rely on the importation from other tribes of stone 
implements and pottery, as, of course, neither hard stone nor 
clay are obtainable on a coral island. I have begun by giving 
this general outline of their resources, i)ursuits and crafts, in order 
to indicate the narrow frame within which the current accounts 
of economics are encompassed. The data would there, no doubt, 
be given with a much greater wealth of detail — especially in the 
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technological aspect — ^but it would be mainly the successive 
description of the various activities, connected with the quest 
for food and the manufacture of objects, without any attempt 
being made at a discussion of the more complex problems, 
referring to organisation of production, apportionment, and to 
the mechanism of tribal life in its economic aspect. 

This will be done here, beginning with production, and taking 
agriculture as an example. 

The questions before us are, first, the important problem of 
land tenure ; next, the less obvious problems of the organisation 
of production. Is the work in the gardens carried out by each 
. family, or each person individually and independently? Or is 
there any general co-ordination of this \vork, any social organisa- 
tion of their clTorts, and, if so, how is it done, and by whom? 
Aro the successive stages of the work integrated into any organic 
whole, by any supervision, by any personal guidance, or any 
social or psychological force? 

Land tenure among the Trobriand natives is rather complex, 
and it shows well the difficulties of solving ethnographic field 
problems of this tyj^e and the dangers of being misled into some 
inadequate approximation. When I began to inquire into this 
subject, I first received from my native informant a series of 
general statements, such as that the chief is the owner of all 
land, or that each garden plot has its owner, or that all the 
men of a village community own the land jointly. Then I tried 
to answer the question by the method of concrete investigation : 
taking a definite plot, I inquired successively, from several 
independent informants, who was the owner of it. In some 
cases I had mentioned to me successively as many as five different 
“owners” to one plot — each answer, as I found out later on, 
containing part of the truth, but none being correct by itself. 
It was only after I had drawn up complete plans of the garden 
land of several village communities, and inquired successively 
into the details, not only of each separate garden unit, but also 
into the details of each of the alleged forms of “ownership,” 
that I was ablo to reach a satisfactory conclusion. The main 
difficulty in this, as in ever so many similar questions, lies in 
our giving our own meaning of “ownership ” to the corresponding 
native word. In doing this we overlook the fact that to the 
natives the wovi “ownership” not only has a different signi- 
ficance, but that they use one word to denote several legal and 
economic relationships, between which it is absolutely necessary 
for us to distinguish. 

B 2 
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The chief (Guya'u) has in the Trobriands a definite over-right 
over all the garden land within the district. This consists in 
the title of “master” or “owner” {Toll), and in the exercise of 
certain ceremonial rights and privileges, such as the decision 
on which lands the gardens are to be made, arbitration in garden 
disputes, and several minor privileges. The garden magician 
{Tomosi) also calls himself the “master of the garden” and is 
considered as such, in virtue of his complex magical and other 
functions, fulfilled in the course of gardening. Again, in certain 
cases, and over certain portions of the land, the same title is 
given to notables or sub-chiefs, who carry out certain minor offices 
in connection with it. Finally, each garden plot belongs to some 
individual or other in the village community, and, when the 
gardens are made on this particular land, this owner either uses 
his plot himself or leases it to someone else under a rather com- 
plicated system of payment. The chief, the magician and the 
notables also own individually a number of garden plots each, 
independently of their general over-rights. 

Now the reason why an economist cannot ignore such over- 
rights and complications is that the natives value them extremely, 
and, what is more important, that such over-rights carry with 
them definite functions and wield definite influences of economic 
importance. 

Thus the complex conditions of land tenure, the not infre- 
quent quarrels about gardening, and the need for summoning 
and maintaining communal labour require a social authority, 
and this is supplied by the chief with the assistance of the 
notables. On the otlier hand, the Towosi, the hereditary garden 
magician of each village community, has to a great extent the 
control over the initiative in the more detailed proceedings of 
the work. Each stage of gardening is inaugurated by a magical 
rite performed by him. He also orders the work to be done, 
looks after the way in which it is carried out, and imposes the 
periods of taboo, which punctuate it. 

The proceedings of gardening arc opened by a conference, 
summoned by the chief and held in front of the magician’s bouse, 
at which all arrangements and the allotment of garden plots are 
decided upon. Immediately after that, the members of the 
village community bring a gift of selected food to the garden 
magician, who at night sacrificially offers a portion of it to the 
ancestral spirits, with an invocation, and at the same time utters 
a lengthy spell over some special leaves. Next morning, the 
magician repairs to the garden, accompanied by the men of the 
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village, each of whom carries an axe with the charmed leaves 
wrapped around its blade. While the villagers stand around, the 
Towosi (magician) strikes the ground with a ceremonial staff, 
uttering a formula. This he does on each garden plot succes- 
sively, and on each the men cut a few saplings with their axes. 
After that, for a month or so, the scrub is cut in the prospective 
gardens by men only, and communal labour is often resorted to. 
The Towosi has to decide when the next stage, the burning of 
scrub and the clearing of soil, has to begin. When he thinks 
that the cut scnib is sufficiently dry, he imposes a taboo on 
garden work, so that any belated cutting has to be suspended. 
In a series of rites, lasting, as a rule, for about three days, he 
inaugurates the work of clearing the garden plot ; this afterwards 
is carried on by men and women jointly, working in families, 
each on its own plot, without the help of communal labour. 
The planting of yams is inaugurated by a very elaborate cere- 
mony, also extending over a few days, during which no further 
garden work is done at all. A magical rite of its own inaugurates 
each further stage, the erection of supports for the yam vine; 
the weeding of the gardens, done by female communal labour; 
the cleaning of the yam roots and tubers ; the preliminary harvest 
of early yams ; and finally the main harvest of late yams. 

When the plants begin to grow a series of magical rites, 
parallel with the inaugural ones, is performed, in which the 
magician is supiK)sed to give an impulse to the growth and 
development of the plant at each of its successive stages. Thus, 
one rite is performed to make the seed tuber sprout ; another 
drives up the sprouting shoot ; another lifts it out of the ground ; 
yet another makes it twine round the support; then, with yet 
other rites, the leaves are made to bud, to open, to expand, 
respectively. 

The Towosi (garden magician) always perforins a rite first on 
one of the four garden plots selected for the pur]x>se each season, 
and called Lcijioota. In certain ceremonies he afterwards carries 
the magic on into each garden plot, in others the magic is per- 
formed on the selected plots only. The Leywota are important 
from the economic point of vie\v, because the owner of such a 
plot is bound to keep pace with the progress of magic, that is, 
he may not lag behind with his work. Also, the Leywota plots 
are always worked with a special care, and they are kept up to 
a very high standard of gardening. Thus, both in the regularity 
and in the quality of the work done, these plots set a definite 
pattern to all the others. 
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Besides the indirect influence which the Towosi exercises on 
garden work by giving the initiative and inaugurating the succes- 
sive stages, by imposing taboos, and by setting the standard by 
means of the Lcywota plots, he also directly supervises certain 
activities of general importance to all the gardens. Thus, for 
example, he keeps his eye on the work done in fencing round 
the garden. All the plots are placed within a common enclosing 
fence, of which everyone has to make his share, corresponding 
to his plot or plots. Thus, the neglect of one careless individual 
might result in a damage to all, for bush pigs or wallabies might 
find their way in and destroy the new crops. If this happens, the 
garden magician gets up in front of his house in the evening and 
harangues the village, often mentioning the culprit by name and 
heaping blame on him — a proceeding which seldom fails to 
take effect. 

It is easy to see that the magician performs manifold and 
complex functions, and that his claim to be the “master of the 
garden” is not an empty one! What is now the economic 
importance of his functions? The natives believe deeply that 
through his magic the Towosi controls the forces of Nature, and 
they also believe that he ought to control the work of man. To 
start a new stage of gardening without a magical inauguration is, 
for them, unthinkable. Thus, his magical power, exercised side 
by side with their work, his magical co-operation, so to speak, 
inspires them with confidence in success and gives them a 
powerful impulse to work. Their implicit belief in magic also 
supplies them with a leader, whose initiative and command they 
are ready to accept in all matters, where it is needed. It is 
obvious that the series of magical rites — punctuating the progress 
of activities at regular intervals, imposing a series of rest periods, 
and, in the institution of standard plots (Leywola), establishing a 
model to the whole community — is of extreme importance. It 
acts as a psychological force, making for a more highly organised 
system of work, than it would be possible to achieve at this stage 
of culture by an appeal to force or to reason. 

Thus, we can answer tlie questions, referring to the organisa- 
tion of production, by summing up our results, and saying that 
the authority of the chief, the belief in magic, and the prestige 
of the magician are the social and psychological forces which 
regulate and organise production ; that this latter, far from being 
just the sum of uncorrelated individual efforts, is a complex and 
organically united tribal enterprise. 

Finally, a few words must be said about the character of 
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native labour in the Trobriands. We would see their economic 
activities in an entirely wrong perspective, if we were to imagine 
that these natives are temperamentally lazy and can work only 
under some outside pressure. They have a keen interest in their 
gardens, work with spirit, and can do sustained and efl&cient 
work, both when they do it individually and communally. There 
are different systems of communal work on various scales; some- 
times the several village communities join together, sometimes 
the whole community, sometimes a few households. Distinctive 
native names are given to the various kinds of communal work, 
and payment in food also differs. In the more extensive kinds 
of work, it is the chief’s duty to feed the workers. 

An interesting institution of ceremonial enterprise deserves 
special attention. This is known as the Kayasa, and might be 
described as a period when all activities, whether gardening, 
fishing, industrial or even merely tribal sports and merrymaking, 
are carried out with special intensity. When the season is good, 
and the time is felt by the whole community to be propitious, 
the chief announces the Kayasa, and inaugurates it by giving a 
big feast. The whole period of the Katja-sa is punctuated by 
other feasts, also provided for by the chief, and everyone who 
takes part is under an implicit obligation to do his best, and 
work his hardest, so that the Kayasa may be a success. 

We have discussed their production on the example of 
gardening. The same conclusions, however, could have been 
drawn from a discussion of fishing, building of houses or canoes, 
of from a description of their big trading expeditions. All these 
activities are de])endent upon the social power of the chief and 
the influence of the respective magicians. In all of them the 
quantity of the pro(Juce, the nature of the w^ork and the manner 
in which it is carried out — all of w^hich arc essentially economic 
features— are highly modified by the social organisation of the 
tribe and by their magical belief. Customary and legal norms, 
magical and mythological ideas, introduce system into their 
economic efforts and organise them on a social basis. On the 
other hand, it is clear that if an ethnologist pro|X)ses to describe 
any aspect of tribal life, without approaching it also from the 
economic point of view, his account would be bound to be a 
failure. 

This will be still more evident after a description of the 
manner in wdiich they apportion the produce and utilise it in 
what could be called the financing of tribal enterprise. Here, 
again, I shall speak, for simplicity’s sake, mainly of the garden 
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produce. As each man has allotted to him for each season one 
or several garden plots, we might expect that, following the 
principle of “closed household economy,” each family would by 
themselves consume the results of their labour. As a matter of 
fact, the apportionment or distribution, far from following such 
a simple scheme, is again full of intricacies and presents many 
economically interesting features. Of these the two most 
important are : the obligations, im|X)scd by rules of kinship and 
relationship-in-law, and the dues and tributes paid to the chief. 

The first-named obligations involve a very complex redistribu- 
tion of garden produce, resulting in a state of things in which 
everybody is working for somebody else. The main rule is that 
a man is obliged to distribute almost all his garden produce among 
his sisters; in fact, to maintain his sisters and their families. 
I must pass over all the complications and consequences implied 
by this system, and only notice that it means an enormous amount 
of additional labour in handling and transporting the produce, 
and that it enmeshes the whole community into a network of 
reciprocal obligations and dues, one constant flow of gift and 
counter-gift. 

This constant economic undertow to all public and private 
activities — this materialistic streak which runs through all their 
doings — gives a special and unexpected colour to the (existence 
of the natives, and shows the iinnionsc importance to them of 
the economic aspect of everything. Economic considerations 
pervade their social life, economic difficulties constantly face 
them. Whenever the native moves — to a feast, to an expedition, 
or in warfare — he will have to deal w'ith the problems of giving 
and counter-giving. ^J^hc detailed analysis of this state of affairs 
w'oiild lead us to interesting results, but it would be a side issue 
from our main tlierne — the public economy of the tribe. 

To return to this, we must first consider, what part of the 
whole tribal income is apportioned to the chief. By #variou8 
channels, by dues and tributes, and especially through the effect 
of polygamy, w’ith its resulting obligations of his relatives-in- 
law, about 30 per cent, of the whole food production of his 
district finds its way into the large, finely-decorated yam houses 
of the chief. Now to the natives the j)ossession and display of 
food are of immense value and importance in themselves. Pride 
in possessing abundant food is one of their leading characteris- 
tics. One of the greatest insults that can be uttered is to call 
someone “Man with no food,” and it would be bitterly resented, 
and probably a quarrel would ensue. To be able to boast of 
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having food, is one of their cliief glories and ambitions. Their 
whole conduct, in the matter of eating in public, is guided by 
the rule that no suspicion of scarcity of food can possibly be 
attached to the eater. For example, to eat publicly in a strange 
village would be considered humiliating, and is never done. 

Their ambitions in this direction are also shown by the keen 
interest taken in the display of food. On all possible occasions 
— at harvest time, when there is an interchange of gifts, or when 
the enormous food distributions (Sagali) take place — the display 
of the food is one of the main features of interest. And there 
arc even special food exhibitions, in which two villages compete 
against each other, and wliich in the old days used to be taken 
so seriously that often war was the result. 

The chief is the only person who owns a big yam house, 
which is made with open interstices between the beams so that 
all may look through and admire the yams, of which the finest 
are always placed to the front. The chief is, as a matter of fact, 
also the only |>erson who can accumulate, and, as a matter of 
privilege, the only oiu) who is allowed to own and display large 
fpiantities. This gives him a definite status, is a sign of high 
rank, and satisfies liis fmibition. Finally, it enhances his power, 
broadly speaking, in the same maimer as possession of wealth 
does with us. 

Anotlior important privilege of the chief, is his power to 
transform food into objects of permanent wealtli. Here again, 
he is the only man rich enough to do it, but he also jealously 
guards his rigid, and would punish anyone who might attempt 
to emulate him, even on a small scale. 

The Vaijgua- or tokens of wealth — consist of several 

classes of highly-valued articles, mainly big ceremonial axe-blades, 
necklaces of red shell discs, and armshells of the conus mille- 
punclatns shell. These objects are hardly ever put to any real 
use, hut tliev are extremely highly valued in themselves by the 
natives. The material of which they are made is rare and diffi- 
cult to obtaiji, and much time and labour must be spent in 
working it. Onct' made, hoAvcver, the objects are very durable, 
almost indestructible, n^icir main economic function is to be 
owned as signs of wealth, and consequently of powder, and from 
time to time to change hands as ceremonial gifts. As such, they 
are the foundation of certain kinds of native trade, and they 
constitute an indis])ensable element of the social organisation of 
the natives. For, as mentioned above, all their social life is 
accompanied by gift and counter-gift. These are, as a rule, 
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arranged so that one party has to give a substantial present of 
food, when the other offers one of the tokens of wealth. 

The chief, as said, has the means and the customary privilege 
of producing these objects. He also, in definite circumstances, 
frequently acquires them in exchange for food. In any case, 
about 80 per cent, of these objects remain in his possession (or 
at least this was the proportion before the chief’s power and all 
their tribal law had been undermined by white man’s influence). 
This acquisition of valuables, side by side with possession of food, 
is the basis of his power and a mark of his dignity and 
rank. 

The chief finally is (or, more correctly, in olden days was) 
the owner of about three-quarters of all the pigs, coconuts and 
betel nuts in the district. By a system of metayage, there are 
in the various villages certain people, who look after his right 
over these three classes of things; they also receive their share, 
but have to bring him the bulk of the produce. 

Thus, the possession of the beautiful yam houses, always ready 
to receive the crops, and often filled with them ; the acquisition 
of a large amount of Vaygua (tokens of wealth), and of the 
greater part of the pigs, coconuts and betel nuts, give the chief a 
static basis of power, prestige and rank. But also the control 
over all these classes of wealth allows him to exercise his power 
dynamically. 

For in a society where everything has to be accompanied by 
gift and payment, even the chief, the highest and most powerful 
individual in the community, though, according to customary 
rule, he can command the services of all, still must pay for them. 
He enjoys many personal services, such as being carried about 
on his journeys, sending people on errands, having all forms of 
magic performed for him. For such services, rendered by 
retainers and picked specialists, a chief must pay immediately, 
sometimes in Vaygua, sometimes in food, more especially in pigs, 
coconuts and betel nuts. 

The essential of powder is, of course, the possibility of enforcing 
orders and commanding obedience by means of punishment. The 
chief has special henchmen to carry out his verdicts directly by 
inflicting capital punishment, and they must be paid by Vaygua. 
More often, however, the punishment is meted out by means of 
evil magic. How often the sorcerers in the Trobriands use 
poison, it would be difficult to say. But the enormous dread of 
them, and the deep belief in their power, renders their magic 
efficient enough. And if the chief were known to have given 
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a Vaygua to a powerful sorcerer in order to kill a man, I should 
say that man was doomed. 

Even more imix)rtant than the exercise of personal power, is 
the command, already mentioned once or twice, which wealth 
gives the chief over the organisation of tribal enterprises. The 
chief has the power of initiative, the customary right to organise 
all big tribal affairs, and conduct them in the character of master 
of ceremonies. But there are two conditions incidental to the 
rdle he has to play. The leading men, such as the headmen of 
dependent villages, the main performers, the always indispensable 
magicians, the technical specialists, have all to be paid, and afe, 
as usual, paid in objects of w’ealth, and the bulk of the par- 
ticipants have to be fed. 

Both these conditions can be fulfilled by the chief in virtue 
of his control over a considerable portion of the consumable and 
condensed wealth of the tribe. 

As a concrete example of big tribal affairs, organised and 
financed by the chief, we can quote first of all the above-men- 
tioned Kayasa, a term embracing several kinds of ceremonial 
enterprises. In these, as we saw, the chief, by means of gifts, 
imposes a binding obligation on the participants to carry out the 
undertaking, and by means of periodical distributions he keeps 
everyone going during the time of dancing, merry-making or 
communal working. In former times during war, w^hen the 
inhabitants of tw’o hostile districts used to forgather in their 
respective chiefs’ villages, the chief had to summon his vassal 
headmen by gifts of Vaygua} Then at an initial ceremonial 
gathering, there would be a distribution of food, in particular the 
specially coveted pig’s flesh, coconuts and betel nuts. And, later 
on, when during the progress of hostilities large numbers had 
to camp in or near the chief’s village, his yam houses would be 
severely taxed in order to keep the warriors provided with food. 
Again, there is an important feature of their tribal life — the 
Sagali, or ceremonial distributions of food from one clan to 
another, associated with their mortuary ritual. In these the 
chief’s wealth often had to bo called upon to a considerable 
extent if the nominal giver of the feast had any claim on him as 
his kinsman, clansman, or relative-in-law. 

We see, therefore, that in following up the various channels 
through which produce flows, and in studying the transformations 
it undergoes, we find a new and extremely interesting field for 
ethnological and economic interest. The chief’s economic rdle 

* Eor a general descript>ion of tho Kiriwinian war oustoma, which are a thing 
of tho past, see the articlo by the writer in Man, January, 1920. 
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in public life can be pointedly dcBcribed as that of “tribal banker,** 
without, of course, giviii" this term its literal meaning. His 
position, his privileges, allow him to collect a considerable por- 
tion of tribal yield and to store it, also to transform part of it 
into permanent condense<l wealthy by the accumulation of which 
he gives himself a still bigger fund of power. Thus, on the one 
hand, the chief’s economic function is to create objects of wealth, 
and to accumulate provisions for tribal use, thus making big 
tribal enterprises ])ossible. On the other hand, in doing so, he 
enhances his prestige and influence, which he also exercises 
through economic means. 

It would be idle to generalise from one example, or to draw 
strained parallels — to speak of the chief as “capitalist** or to 
use the expression “tribal banker** in any but the most unpre- 
tentious way. If we had more accounts of native economics 
similar to this — ^that is, going more into detail and giving an 
economic synthesis of facts — wo might be able to arrive, by 
comparative treatment, at some interesting results. We might 
be able to grasp the nature of the economic mechanism of savage 
life, and incidentally we might ho able to answer many questions 
referring to the origins and development of economic institutions. 
Again, nothing stimnlatcs and broadens onr views so much as 
wide comparison and sharp contra.st, and the study of extremely 
primitive economic institution.^ would no doubt f)rove very 
refreshing and fertilising to theory. 

It is necessary to ]X)int out that, in such a short article, where 
the broad outline of the institutions and ciisloins has to be given 
with a few strokes, I have had to siiminariso certain things. 
Thus I speak of “the chief,*’ whereas in a more detailed account 
I would Jiave shown that there are several chieftainships in the 
tribe with a varying range and amount of pow(n\ In each case 
the economic, as well as the other social conditions, are slightly 
different, and to these differences T liavc^ not been iiWe to do 
justice in this article. 1 have tried to present the general 
features which, in a manner, are common to all tli(^ districts of 
Kiriwina. A greater wealth of detail, though it might blur 
certain outlines and certainly would make things look less simple, 
would have allowed us to draw our conclusions even more forcibly 
and convincingly. 

To sum up the results .so far obtained, w'e may say that both 
the production and its apjx)rtionment in the native communities 
are by no means as simple as is usually assumed. They are both 
based on a special form of organisation, both are intertwined 
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with other tribal aspects, dependiog and reacting on other social 
and psychological forces. 

Through the institution of chieftainship and the belief in 
magic, their production is integrated into a systematic effort of 
the whole community. By this a considerable amount of con- 
sumable wealth is produced, a great part of which is controlled 
by the chief, who transforms some of it into permanent wealth 
and keeps the rest in store. This, again, coupled with the 
natives* regard for wealth, and the importance of material give- 
and-take in their social institutions, allows the chief to wield 
his power to organise and finance tribal life. 

We have not spoken of exchange yet, and, indeed, it is such 
a vast subject in the Trobriands — that is, if treated in the light 
of a more precise analysis — that in this paper I shall not attempt 
to deal with it exhaustively. There is, however, one point to 
which I want to draw attention. The tokens of wealth have 
often been called ‘‘money.** It is at first sight evident that 
“money** in our sense cannot exist among the Trobrianders. 
The word “currency** — differentiated from “money** in that it 
is an object of use as well as a means of exchange — does not help 
us much here, as the articles in question are not utilities. Any 
article which can be classed as “money** or “currency** must 
fulfil certain essential conditions; it must function as a medium 
of exchange and as a common measure of value, and it must 
be the instrument of condensing wealth, the means by which 
value can be accumulated. Money also, as a rule, serves as the 
standard of deferred payments. It is obvious at once that in 
economic conditions such as obtain among the Trobrianders, 
there can be no question of a standard of deferred payments, as 
payments are never deferred. It is equally clear that the Vaygua 
do serve as a means of condensing wealth—in fact, that this is 
their essential r6le. 

The questions of a common measure of value and a measure 
of exchange require, how’ever, some consideration. Exchange of 
useful articles against one another does exist in Kiriwina, both 
in internal and external trade. Indeed, barter among the natives 
is very well develo|X}d. Their exchange sometimes takes the 
form of free gift and following counter-gift — always repaid accord- 
ing to definite rules of equivalence. Sometimes it is real barter 
(for which they have a term — Gimwali), where one article is 
traded against another, with direct assessment of equivalence and 
even with haggling. 

But in all cases trade follows customary rules, which deter- 
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mine what and how much shall be exchanged for any given 
article. Thus the villagers of Bwoitalu are the professional 
carvers in hard wood and produce excellent carved dishes. They 
are, on the other hand, in need of coconuts and yam food, and 
they like to acquire certain ornaments. Whenever one of them 
has a few dishes of certain dimensions on hand, he knows that 
in the village of Oburaku he can get about forty coconuts for one 
grade, twenty for another, ten for another, and so on; in the 
central villages of Kiriwina, he can obtain a definite number of 
yam baskets ; in some other villages, he can get a few red shell- 
discs or turtle-shell ear-rings. Again, some coastal villages need 
a special kind of strong creeper for lashing their canoes. This 
they know can be obtained from villages near swamps for a 
definite payment — that is, one coil of creeper for one coconut 
or betel nut, or ten coils for a small basketful of yams. 

All the trade is carried on in exactly the same way— given 
the article, and the communities between which it is traded, 
anyone w^ould know its equivalent, rigidly prescribed by custom. 
In fact, the narrow range of exchangeable articles and the inertia 
of custom leave no room for any free exchange, in which there 
would be a need for comparing a number of arti<iles by means 
of a common measure. Still less is there a need for a medium 
of exchange, since, whenever something changes hands, it docs 
so always because the barterers directly require the other article. 

This leads us first of all to the conclusion that we cannot 
think of Vaygua in terms of “money.” Moreover, what is more 
important still, we see that in Kiriwina the character of the 
exchange does not admit of any article becoming money. Cci- 
tain things, no doubt, more especially basketsful of yams, bundles 
of taro and coconuts arc very frequently exchanged, and against 
a wide range of otlicr articles, and in economic considerations they 
may serve us as measures of value, but they arc not regarded or 
purposely used as such by the natives. 

When reading ethnological accounts about native *^n^oney” 
— such, for cx£imple, as those about the diwarra shells in New 
Britain or about the big stones in the Carolines — the statements 
apf>ear to me singularly unconvincing. Unless it is shown that 
the mechanism of exchange among the natives there requires or 
even allows of the existence of an article, used as a common 
measure of value or medium of exchange, all the data given about 
an article, however much they might lend it a superficial resem- 
blance to money, must be considered worthless. Of course, when 
a savage community comes into commercial relations with a 
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higher culture— as in Africa, where trading between Arabs and 
Europeans has long taken place — then money can and even must 
exist. Some forms of the so-called South Sea “money” may 
have acquired this character recently under European influence, 
and the diwarra may possibly be a case in point. 

The discussion of the problem of money among primitive 
peoples shows very clearly how necessary it is in ethnology to 
analyse the economic background of the conditions indispensable 
to the existence of certain complex phenomena. The existence 
of “money ” or “currency ” so easily assumed, so glibly intro<luced 
by the use of these terms, proves with close analysis to be an 
hypothesis extremely bold and probably equally misleading. 

One further function of the tokens of value should bo men- 
tioned here, that is, their exchange in the form of circular trading, 
called by the natives Kula, which takes place over a wide area 
amongst the islands and coasts of this part of British New Guinea. 
This peculiar form of circular trade presents many interesting 
economic features, but as it has been described elsewhere I shall 
not enter into the subject now.' 

All the facts adduced in this article lead us to the conclusion 
that primitive economics are not by any means the simple matter 
wc arc generally led to suppose. In savage societies national 
economy certainly does not exist, if we mean by the term a 
system of free competitive exchange of goods and services, with 
the interplay of supply and demand determining value and 
regulating all econoinic life. But there is a long step between 
this and Buechcr’s assumption that the only alternative is a pre- 
economic stage, where an individual person or a single house- 
hold satisfy their primary wants as best they can, without any 
more elaborate mcclianism than division of labour according to 
sex, and an occasional spasmodic bit of barter. Instead, we find 
a state of affairs where production, exchange and consumption are 
socially organised and regulated by custom, and where a special 
system of traditional economic values governs their activities and 
spurs them on to efforts. This state of affairs might be called 
— as a new conception requires a new term — Tribal Economy. 

The analysis of the natives’ own economic conceptions of 
value, ownership, equivalence, commercial honour and morals 
opens a new vista of economic research, indispensable for any 
deeper understanding of a native community. Economic ele- 
ments enter into tribal life in all its aspects — social, customary, 
legal and magico-rcligious — and are in turn controlled by these. 

‘ Seo article by the writer, “ Kula : Circulating Exchange of Valuables in the 
Archipelagoes of Eastern New Guinea,” Man, July, 1020. 
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It is not for the observer in the field to answer or to contem- 
plate the metaphysical question as to what is the cause and 
effect — the economic or the other aspects. To study their inter- 
play and correlation is, however, his duty. For to overlook the 
relation between two or several aspects of native life is as much 
an error of omission as to overlook any one as])ect. 

B. Malinowski 



COEN PRICES AND THE CORN LAWS, 1816-1846 


Mu. R. G. Hawtrky’s articles on the Assignats and the 
Bank Restriction of 1797 have raised high hopes in the breasts 
of economic historians ; for they have shown the aid which exact 
economic history can render to the elucidation of economic 
theory. It is much to be desired that the same service should 
be rendered to the economics of agriculture. How large a part 
of the classical political economy was built on corn is sufficiently 
well known. Some of the classical economists, notably Malthus, 
had a broad historical sense; others, like McCulloch, had an 
encyclopaedic knowledge of facts; others, again, like West and 
Ricardo, were keen critics of particular episodes in financial 
policy ; but there was only one among them who combined his- 
tory and theory in the sense in which they were combined by 
Adam Smith. This was l.^homns Tooke (1774-1858), economist, 
statistician, and Baltic merchant. Ilis magnum opus, The History 
of Prices, is unfortunately so rare and expensive that the present 
generation can hardly procure it, except from a library ; but it 
possesses much more than antiquarian value. Dealing alternately 
with currency and corn prices, ^J'ooke achieved a double result. 
He led the way along the path which Mr. Hawtrey has followed 
with such enviable success; and he advanced along a second 
path, where he still awaits a follower. This is not surprising. 
Currency theory and Treasury experience are so intimately 
associated that the time was bound to come when a Treasury 
expert would visualise for us the reactions of the currency to the 
disturbances of the Na]X)lconic wars. But though we have a 
Ministry of Agriculture and Fisheries, we have not a Minister 
of Corn Markets; and it is to be feared that our agricultural 
experts would find little profit i!\ West’s Law of Diminishing 
Returns or Ricardo’s doctrine of Rent. Mr. N. S. B. Gras, an 
American writer, has given us recently The Eeoluiion of the 
English Corn Market down to the eighteenth century, but this work 
stops at the point where* the theorist would be most likely to make 
liaison with history, and we feel greatly the need of a continua- 
tion, such as Thomas Tooke would have written if he had lived 
in our day and been asked for an historical introduction to a 
No. 121. — VOL, XXXI, 0 
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governmental report on “corn production and bread prices after 
the war.” We should have studied it with the assurance that, as 
an expert, he would be alive to the indirect consequences to which 
the amateur is so apt to be blind, except in retrospect. The few 
pages which follow were inspired by Tooke’s work, and arc offered 
to readers of this journal in the hope of providing yet another 
point of contact between the historian and the theorist. The 
writer, however, must confess that he is as innocent of the secrets 
of Mark Lane as was Kdward West, the young barrister from 
Oxford, of the economy of an English farm. 

In the period from 1815 to 1816 the Corn Tjaws had a material 
influence on prices; but how far, if at all, they raised prices it 
is impossible, even approximately, to determine. Several of the 
witnesses before the Import Duties Committee of 1840 — whose 
report is nothing more than a manifesto in favour of Free Trade 
— attempted the task, but arrived at their conclusions by making 
assumptions which were unwarranted. Thus Mr. Bowring said ^ : 
“Supposing that of every sort of corn the consumption of this 
country is 45 millions of quarters; I do not speak of wheat only, 
but corn generally ; upon that, if (sic) the rise of price be 5s, per 
quarter, it is clear that the Corn Laws impose an indirect taxation 
of more than 11 millions sterling u])on the community.” And, 
again, Mr. Smith, President of the Manchester Chamber of 
Commerce : “Assuming that the consumption of grain of all 
kinds in this country be GO millions of quarters per annum (Mr. 
McCulloch, I think, estimated it at 52 millions of quarters many 
years ago) ; supposing (sic) that the effect of the Corn Laws be 
to raise the price of grain in this country 10^. a quarter higher 
than it would otherwise be, and supposing that the consumption 
of all other agricultural produce together be equal to the con- 
sumption of grain, then you have a consumption equal to 120 
millions of grain, which at 105. a quarter would amount to 60 
millions of money.” ^ If we confine these two estimated to cereals 
(for this is what Mr. Bowring meant by “corn generally” and 
Mr. Smith by “grain of all kinds”), Mr. Smith’s figure must be 
halved, Mr. Howring’s remaining at £11 millions and Mr. Smith’s 
becoming £'30 millions. But these were estimates for a single 
year; and the orators of the Anti-Corn Law League, multiplying 
by 25, so as to cover the whole period between 1815 and 1840, 
arrived at a total wliich paralysed the imagination and elicited 
appropriate rage. 

‘ Commona’ Committee on Import Duties, 1840. Q. 692. 

' Ibid., Q. 2163. 
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If there had been a regular duty on grain, and if all sorts 
of grain had been at all times largely imported from abroad, this 
method of calculation would have been on the right lines. But 
neither of these conditions was fulfilled. 

Under the law of 1816 no duty was paid at all, and it is im- 
possible to calculate the indirect effects of a non-existent tax. 
The calculation was no easier with the sliding scale introduced 
by the Act of 1828 ; for most of the corn was held up until the 
duty was nominal. In 1838, for example, out of 1*7 million 
quarters of imported wheat, 1*2 wore entered at the duty of la.^ 
It is even possible that the violent fluctuations which these laws 
occasioned may have caused the total of wheat sold in a particular 
year to fetch in the aggregate a lower price than it would have 
fetched had there been no restraints on importation. In this 
case the loss of value would be an index of the burden on the 
nation and would be comparable with the kind of loss which might 
occur if organised speculation in the world’s wheat markets was 
repressed by law. Furthermore, even if wc suppose the amount 
of protection afforded by the Corn Laws fairly translated into a 
fixed duty of Us. or 10.9. or 155., it is not allowable to argue that 
English prices must have been this much higher than they would 
have been under Free Trade. For in the period between 1815 
and 184G there wore years in which, from the abundance of the 
home harvest, the country practically fi*d itself at prices which 
would not have allowed of profitable importations of any magni- 
tude. There w'ere years, too, in which, through the failure of the 
Continental harvests, there was almost jk) wheat available for 
shipment to England, and in which the little that did come in 
would have commanded the same high price, Free Trade or no 
Free Trade. 

These estimates, however, W’crc a fair party retort. For 
British growers perpetually assumed that in normal times, if 
deprived of a protective duty of something like 205. a quarter, 
they would be smothered beneath a deluge of foreign wheat. It 
was, therefore, natural for their opponents to reply : “In normal 
times, when you have this protection, the price of your wheat is 
pro tanto higher.” If the growers protested, “But in point of 
quantity England nearly feeds itself, not deriving, even in short 
years, more than one-twelfth of its supply from abroad,” the Free 
Traders could, and did, in their turn retort, “This independence 
is nevertheless purchased at a price, and unnecessarily purchased, 
when the bounty of foreign lands might be made to flow to 


1 Of, Peers speech, February 9, 1842. 
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Britain in exchange for British goods. You talk of ini^urance 
against famine, but do you realise the viistness of the premium? ” 

What we really want for an impartii'il estimate of the influence 
of the Com Laws on prices is some notion of the range of foreign 
resources which England actually commanded, and of the degree 
in which they were capable of extension had there been no 
restrictions on trade. To understand the position in 1815, we 
must go back for a moment to the beginning of the century. 

Early in 1800 a corn merchant communicated to Parliament ' 
the following information concerning the possibility of foreign 
supplies from the preceding harvest : “The supply will be 
moderate ; the crops in general abroad have not been very pro- 
ductive ; and in some parts, where we usually look for supplies, 

, the exportation has lately been prohibited — 1 mean the Prussian 
provinces bordering on the Elbe. Our principal source of supply 
may be looked for this year from the Baltic, and chiefly from 
Poland ; for the produce of the harvest in the Prussian provinces 
bordering on the Baltic has been unusually bad, and the quality 
very light and inferior. A considerable quantity may be looked 
for from Poland, it there is no obstruction to its passage to the 
shipping ports. . . . The King of Prussia has already prohibited 
the export of all other grain but wheat : and it is apprehended that 
prohibition may be extended to wheat, particularly in the event 
of a further advance in the prices in Great Britain, which might 
create an alarm in those countries. Rome quantity of wheat 
may also be expected from Kussia. . . . The exportation of corn 
is strictly prohibited from Holland, Flanders and France. . . . 
The produce of the crop in America last year exceeds that of 
any year for the last seven years, but is far short of wliat has 
been the produce preceding that period; the reason is the devas- 
tation caused by the Hessian fly, wliich has discouraged the 
growth of wheat.” 

During the continuance of the war the restraints on import 
did not come from the side of England. In the worst years the 
British Government went out of its way to bring in foreign food. 
In 1795 all neutral ships bound with corn for France were seized 
and their cargoes purchased; while Government agents bought 
corn in the Baltic ports. Between September, 1795, and Septem- 
ber, 1796, a bounty, varying from IOj. to 20 j. per quarter, was 
offered on imported foreign wheat. In 1800 the bounty was repeated 
in a different form. Importers were guaranteed the difference 
between the average price of English wheat in the second week 

^ To the Commons’ Gommitteo on the Assize and Making of Bread, which 
roportod Februa^ . 1 0, 1 800. 
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after importation and a price of 905. (extended in 1801 to 1005.). 
But inasmuch as the price continuously exceeded 1005. in both of 
these years, the measures, while lending confidence to importers, 
cost the Government nothing. Between 1803 and 1813 importers 
of foreign grain had to furnish themselves with licences which 
were issued by the Privy Council. These were either general 
licences, which covered corn as well as other things, or special 
licences (issued only from 1809 onwards) for corn only. Objection 
was raised to them by Francis Horner in 1808. Nobody, he com- 
plained, knew on what principles they were issued ; the fees paid 
for them amr)unted to a tax on imports ; it was a serious breach 
of the Constitution that the Fjxecutivc should thus take upon 
itself the levying of taxes. ^ But the licences cost very little and 
were only intended to keep foreign trade under the control of 
the Admiralty.® 

Napoleon, on the other hand, tried to starve England by with- 
holding Continental supplies. When this failed, he reversed his 
policy and tried to drain England of its bullion by encouraging 
exports of corn and prohibiting imports of British manufactures. 
Such exports were also conducted under a licence, which, unlike 
the English licences, cost a substantial sum, and were reckoned in 
1813 to add 1()5. to the cost of importing a quarter of wheat.® By 
a smuggling trade at high profits, English exporters penetrated 
the barriers of the Continental system and maintained the balance 
of trade. In Poland, whence the corn was derived, a great trade 
in British goods sprang up, warehouses were established and 
roads were improved. Goods, intended originally for consump- 
tion in the southern parts of Europe, were transferred to the 
Baltic, and the mode of packing was altered to allow of convey- 
ance into the interior in the small carts of the country.* Free 
Traders in later years recalled these feats of British industry when 
they wished to show the improbability of a total cessation of 
imported food, even in the event of war. 

Peace came in 1816. But the Continental countries which 
were the theatre of war took longer to recover from their prostra- 
tion than the island kingdom which furnished the money for it. 
France for a time dropped out as an exporter. Between 1816 
and 1828 England derived its foreign 8UX)plies (which w^ere only 
a fraction of the total home consumption) either from America, 
whence it was shipped in the form of flour, or from the Baltic 

* Hansard, 1st Series, X., 183. 


^ For u list of tho licences issued see Appendix to Report of Commons' 


Committee on Com, 1813. 

Lords' CofnmiUee on Com, 1814, p. 112. 

* Ibid. Evidence of Mr. Isaac Solly, p. 77. 
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countries, the latter being the main source and Dantzig the main 
port of shipment. Both in America and England the conditions 
of supply were peculiar. “More than half of America [sc. the 
U.S.A,] is cultivated by slaves, that is an expensive mode of 
cultivation ; the other part, which does not yield more corn, if 
so much as suffices for its own consumption, is cultivated by a 
free peasantry; they raise other productions, though not corn, 
cheaper than the slaves ; it is a singular circumstance that almost 
all the corn which comes to this country from America is the 
produce of countries cultivated by slaves.” ^ 

In the Baltic countries, too, the conditions of production were 
very different from those prevailing in England. Whereas in 
Great Britain one-half of the inhabitants were providers of food 
and brought to market onc-half of their produce, in the Baltic 
countries the cultivators consumed nine-tenths of their produce 
on the farms and brought only the remaining one-tenth to market 
for consumption at home or export abroad. Moreover, Napoleon's 
industrial and military operations had produced an abnormal posi- 
tion. The production in Europe of Colonial wares, such as sugar, 
indigo and tobacco, of which Napoleon was deprived by England's 
command of the sea, caused a diversion of good land from ordinary 
agriculture and a consequent scarcity of agricultural produce, 
which w^as met by the ploughing up of very poor lands. Hence 
when peace came in 1815, there were a large number of petty 
accumulations in the hands of growers, and the land temporarily 
diverted to Colonial produce was restored to the production of 
grain. The position presaged a severe drop in prices. But agri- 
culture being still in the main Natur-Whthschaft (the poorer 
classes living on potatoes and the more ])rosperous on rye bread), 
the declension could not reveal itself in the commoner items of 
agricultural enterprise. It was therefore concentrated on wheat, 
which the nobles of Poland and Bussia grew as a speculative sur- 
plus to be sold for what it would fetch on the best foreign market. 
This, hitherto, had been England. In 1814, for examj^le, Eng- 
land was computed to consume two-thirds of the total corn 
exports of Poland and to warehouse for a time a part of the 
remainder ; and in return, as we have -seen, English manufacturers 
had the biggest share in the import trade into Poland.^ 

The price of wheat in Dantzig was regulated by, and moved 
in sympathy with, the price on Mark Lane. A rise of price, 
sufficient to open the English ports, was followed by an immediate 

* Commons* Committee on the Distressed State o/ Agriculture, 1821. Evidence 
of Wm. Jaeob. 

’ Common^ Committee on Corn, 1814. Evidence of iHaoc Solly, p. 84. 
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flow from the Baltic ports of wheat which had been waiting 
patiently for its only good market. Sufficiently prolonged, low 
prices in England, instead of being met by a disposal of the pro- 
duce elsewhere, might quite likely force the Polish nobility to 
revert to the production of staples such as rye and to retire from 
foreign production. The position for the moment seems to have 
been that rare one in which a tax imposed by the importing 
country would have been paid mainly by the foreigner, enriching 
the British Treasury without burden to British consumers. 

But to British growers this was small comfort. The Pole’s 
dependence on England was to them his chief offence. It is 
possible that a faint recognition of the Continental situation may 
have induced the legislators of 1816 to be content with nothing 
less than a prohibition till scarcity was really acute. But pro- 
hibition, instead of lessening the evil, heiglitened its psychological 
influence. From 1815 right down to 1828 the thought of the 
Polish corn piled up in bond and ever piling was a nightmare to 
the British farmer. Forth it would pour, at the first opportunity, 
heedless of the price it fetched. From the behaviour of the 
bonded corn under abnormal conditions it was erroneously inferred 
that there was a limitless supply growing in Poland which would 
be offered at the same low price were the trade in com free. 
As a contemporary writer observed : “It is this accumulation, 
not the supply which w^ould regularly reach us were no prohibition 
in existence, that depresses the agricultural interests.*’ ^ 

It is cliaracteristic of a seasonal commodity like wheat, when 
it is also a staple of subsistence, that it exhibits in the market 
a high degree of inelasticity. That is to say, a small excess in 
the supply of corn, compared wdth the average rate of consump- 
tion, is apt to cause a fall in price very much beyond the ratio 
of the excess. Wlien tlie small excess comes from a distance, 
and when its terrors by unfortunate legislation are bulked, its 
effect is greater still. There was sufficient truth in the farmer’s 
diagnosis to blind him to his greater errors. Notliing could have 
alleviated his apprehensions short of a pilgrimage to Poland and 
a prolonged sojourn when he got there. 

William Jacob, Comptroller of Corn Eeturns, made two such 
journeys on behalf of the Government, visiting, among others, 
the celebrated German economist von Thiinen at his estate in 
Mecklenburg. In his second report (1828), from which w^e have 
already quoted, he expressed the opinion that the extensibility 
of the foreign sup]>ly either immediately or in the calculable future 


^ William Jacob, Second Report, 1838 (hoo note oii p. 24), p. 127. 
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was very small. “At the present time, had the harvest of 1827 
required it, it is doubtful if ten days* consumption of wheat could 
have been drawn from the whole Continent, even at 100 per cent, 
advance on the prices of that period.” ^ As to the future, he was 
of opinion that the technique of production, the fertility of the 
soil and the accumulations of capital in Continental Europe were 
such that “if a great portion of our necessary supply should be 
wanted from foreign countries, there is no probability that it 
could be furnished without such an advance of price as would be 
enormously heavy.” ^ “Estimates,” he went on, “have been 
presented to the public, founded on the supposition that twenty 
millions (£) might be saved to the public annually by the im- 
portation of ten million quarters of corn at forty shillings a quarter 
less than our English price, which sum has been represented to 
be extorted from the pockets of the community to gratify the 
luxury of the landed proprietors and the greedy selfishness of the 
farmers; though the authors of such estimates must have known, 
or must have been w^oefully ignorant if they did not know, that 
the demand of one-tw^entieth part of what they reckon upon could 
not be extracted from the whole Continent without raising the 
price there as high as, or even higlier than, tlic average price in 
England.” ’ 

From 1828 to 1846 England continued to depend on the Con- 
tiiiiuit of Europe for the greatest part of its foreign supplies. 
During the eleven years 1828 to 1838 the total annual iin|X)rta- 
tions of wheat and wdieat flour were considerably under one 
million quarters, and of that quantity more tlian three-fourths 
was derived from Germany and fhe nortli of hhirope. During 
the four years 1839 to 18.12 the inqx)rtations rose to 2‘5 million 
quarters annually, and a considerable part of these imports were, 
for the first time, obtained from France, Italy, Canada and the 
United States. During the three years 18'43, 181-4 and 1845 the 
imports again fell to little more than one million quarters, and 
three-fourths of this import were from Germany and J^russia. 
In 1846 the Corn Laws were repealed. During the nine years 
1846 to 1854 the annual imports rose to the very big figure of 
nearly five million quarters, and a very considerable part of that 
supply was derived from h’raiice, Italy, Turkey, Egypt and 
Syria, Canada and the United States. 

Is it possible to infer troin this that, if repeal had come in 


^ Second Report (1828) presented to the Lords of ike Committee of H.M's Privy 
Council for Trade, respecting the Agriculture and the Trade in Corn in some of 
the Continental States of Northern Europe, p. 131. 

Ibid., p. 98. » Ibid., p. 129. 
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1828 when the Duke of Wellington’s sliding scale was adopted, 
or in 1838 when the agitation of the Anti-Corn Law League 
began, the big expansion of imports which followed after 1846 
would have followed after either of these earlier dates? Once 
again, the materials ior an exact answer are not available. The 
case for such a view is that the prospects of a steady foreign trade 
with England would have materially stimulated the recovery of 
Continental agriculture and materially hastened the expansion of 
America. But each country, it must be remembered, had its own 
independent developments, in which the course of its internal 
affairs played rniicli the most important part. 

Thus it is hard to believe that the American policy of land 
settlement or the financial chaos which frustrated it in the ’thirties 
would have been altered or alleviated by freedom of trade with 
England. It was the adoption of a liberal land policy and the 
return to healthy finance which enabled America in the late 
’forties to ai)pea.r as a serious factor in the international market 
for wheat. Our final judgment, tlierefore, is this: Corn Law 
]tepeal in 1828 would liave been an act of faith, hazardous in the 
light of precedent, but justified by events. Almost as much wheat 
would have b(.‘(ui grown from British soils, and prices would have 
been con.siderahly steadier at a slightly lower level. The repeal 
of 18lf5 removed ob.^d ructions just when their retention would 
have caused t]u‘n. ior the first time in Corn Law history to raise 
materially the price of hiiiglish bread. 

Tlic course of prices between 1846 and 1855 forms an iiiter- 
cstiiig comment on this judgment. By repeal the manufacturers 
got what tlu y w’anted, a greater flow of imports and a steadier 
foreign market for tiieir own goods. But what they held out to 
tlie public and what the agriculturists feared was a material 
reduction in the price of food, and this did not occur. The quin- 
quennial average of wheat prices (per quarter) in I’ngland w-as 
as follows : — 

£ H. d. 

18H— 5 2 14 9 

1840—50 2 11 10 

1851—55 2 16 0 

Whereupon the advocates of rmtcction declared that the pre- 
dictions of Cobdenites were falsified and the arguments for repeal 
were lies. Certainly their predictions were falsified, but none 
the less their case was good. Eor prices would have been still 
higher and still more abrupt in their fluctuations if the Corn Laws 
had continued in force after 1846. This general proposition can 
be established in detail. From 1847 to 1852 the home harvests 
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were very bad, but abroad (including France) they were good. 
Wheat therefore was imported in large quantities and checked the 
home rise. Tooke ^ estimates that in September, 1848, when the 
price advanced to 565. lOd., it would certainly have reached 735. 
under the operations of the old law, and that similar situations 
would have occurred in subsequent years to the great privation 
and peril of the country. 

The harvests of 1863 and 1855 were bad; that of 1854 was 
very good. But prices rose the whole time. The reasons why, 
between 1853 and 1855, prices were higher than in the years 
immediately preceding were, first, because in 1854 and 1855, 
unlike 1847 to 1852, the foreign harvest, particularly in France, 
was bad, so that no cheap foreign wheat was available; and, 
secondly, because, even when we had a good harvest in 1854, 
the shortage abroad was so great that British wheat was actually 
exported to realise the high prices there obtainable. The higher 
level was maintained and intensified in 1855 by the outbreak of 
the Crimean War, which obstructed some of the usual sources 
of supply, especially Russia, and raised freight charges from those 
sources Tvhich remained open. 

All that repeal could do, it did. In those years when the home 
supply was scarce and the foreign supply good, free imports kept 
down home prices and steadied them by assuring constant access 
to the widest available market. When both home and foreign 
supplies were deficient, and when in addition there was war, 
prices inevitably rose. Free trade in wheat does not create cheap 
bread; it merely presents an artificial rise in the price of the 
raw material of bread. 

It is one of the ironies of history that during the half-century 
in which British agriculturists lived in terror of a bogey the 
bogey did not exist. British farming surmounted the repeal of 
the Corn Laws on a scale of ascending prices. The more imme- 
diate causes of this ascent we have indicated. Remoter influences 
were the general rise of prices due to the discovery of Culifornian 
gold in the ’fifties, and a growing industrial population at home, 
unaccompanied by any great expansion of population in America, 
which, in the ’sixties, was prostrated by civil war. Then in the 
’seventies the bogey came from a quarter to which men had hardly 
been trained to look. McCulloch in 1841, with the classical 
economist’s sure instinct for the short run, wrote : “It is needless 
to take up the reader’s time by entering into any lengthened 
details with respect to the corn trade of the U.S.A. It is abun- 


* HiHory of Prices, V., 67. 
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dantly certain that we need not look to that quarter for any con- 
siderable supplies.** ^ But from that quarter in the ’seventies the 
bogey descended. Its feet were ships of steel, its arms railroads 
stretching over the prairies, and in its belly was Chicago wheat. 

C. E. Fay 

' Statements lUuatratiueof the Policy and Probable Consequences of the Proposed 
Repeat of the Com Laws (1841), p. 8. 



PAST ACHIEVEMENTS AND FUTURE PROSPECTS 
OF INTERNATIONAL LABOUR LEGISLATION 


Some years after the British Factory Act of 1833 was in for.ce 
this law became the pattern of similar measures in Prussia, 
Russia, Franco and elsewhere. “Being in Paris in the autumn 
of 1838,” writes Leonard Horner, the celebrated factory inspector, 
“I learned from my friend, M. Francois Delessert (banker and 
member of the Chamber of Deputies), that he and others had 
been watching very attentively the operation of our Factory Act, 
and had come to the determination to endeavour to obtain legis- 
lative protection for the same class of children in France. He 
put into my hands some documents which abundantly proved 
that interference on their behalf was as necessary as it had ever 
been in England.”^ In the same year, 1838 to 1839, the 
economist Adolphe Blanqui, discussing the difficulties which a 
legal maximum working day of thirteen hours would cause to a 
country in competition with another one with a fifteen-hours* 
day, came to the conclusion that only by international treaties 
could the danger of such competition be avoided. “Why, indeed, 
only conclude alliances to kill other nations, why not treaties 
for the conservation of their life and to render it happier?”* 
This idea was welcomed by social reformers of different shades, 
like Dr. Villerme and Alban dc Villeneuve, and took sha}>e in 
different Appeals to the Powers, written by Daniel Le Grand, 
an Alsatian manufacturer, the first draftsman of international 
labour treaties (1848). Governments remained deaf these 
demands, the more so when the congress of the first working- 
men’s international meeting at Geneva in 1860 asked for a uni- 
versal eight-hours’ day. But after the disasters of the Commune 
in Paris in 1871, some German economists, like Adolph Wagner, 
Schoenberg, Thiersch, Rudolph Meyer, returned to the French 
proposals of Daniel Le Grand of 1848. Their writings in favour 
of international labour treaties were felt to contain an important 

^ L. Horner : On the EmphyrnGut of Childrm in Factories and other Works in 
the U.K, and in some Foreign Gounlrics, 1840, p. 20. 

^ Oours d'iconomie indmtrielle, 2me 4d., 1838-39, p. 119-120. 
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argument in defence of the Swiss Factory Act of 1877 against 
a campaign for its abolition on account of its injurious effect upon 
export industries. Thus Switzerland became a pioneer of inter- 
national labour legislation. After a failure of the first diplomatic 
negotiations in 1880, the Swiss Government repeated the attempt 
in 1888, but withdrew invitations to an international conference 
when the German Empire had decided to convoke such a con- 
ference at Berlin in 1890. Owing to lack of sufficient prepara- 
tion, to the hostility to State intervention into labour matters 
and to the secret opposition of Prince Bismarck, the Berlin 
Labour Conference failed to establish international labour 
treaties; the resolutions of the Conference took the shape of 
“wishes” not differing greatly from the pia desideria of private 
congresses. The failure of the Berlin Conference marked the 
beginning of a strong reaction against labour legislation extending 
from 1890 to 1900 on the Continent. 

But since 1897 a new international movement had arisen in 
Switzerland, France, Germany, and Italy leading towards a recon- 
ciliation between the different political parties which allowed 
them to meet upon the neutral basis of labour legislation. 
National sections were formed for this purpose in several coun- 
tries; their representatives met at Paris at a Congress in 1900 
and founded the International Association for Labour Legislation. 

The task of this Association, a federation of national sections 
for labour legislation, was to serve as a bond of union to all 
friends of State intervention for improving the conditions of 
employment, to prepare in a scientific way petitions and memorials 
in order to establish a basis for international treaties, to publish a 
bulletin containing the current labour legislation of the world, 
and to give information to Governments and to members of the 
Association on labour questions. The scientific task was en- 
trusted to a special institution created by the International Asso- 
ciation and supported by contributions of national sections as 
well as by Government grants -the International Ijabour Office 
in Basle (May 1st, 1901, to July 15th, 19*20).^ The new institu- 
tion met with a good deal of scepticism and pessimism at its 
beginning in academic circles and with a benevolent aloofness in 
the labour wwld ; no amount of booming propaganda would have 
been able to render the new institution popular, but would have 
only aroused the suspicions of the official mind. The professional 
jealousy of an outsider’s initiative and the usual lack of funds 
of semi-official institutions like this were acting as draw^backs to 

^ Readers of The Economic Journaii will find a description of the initial 
work of this ofiice in Vol. xiii. (1903), p. 438, of this Journal, 
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the efficiency of the International Office from the very beginning. 
Nevertheless, the following achievements must be ascribed to the 
united activity of the International Labour Office and Special 
Committees of the International Association for Labour Legis- 
lation • 

(1) The Bulletin of the International Office (since 1902 in a 
French and a German edition, and since 1906 in an English 
edition) became the basis of information on foreign labour legis- 
lation to labour departments, members of Parliament, trade unions, 
and employers* associations; the Bulletin is not merely a com- 
pilation of recent labour legislation, but contains their historical 
analyses, Parliamentary history, and bibliography. Being the 
work of only two or three officials, the Office, understalfed for lack 
of funds, had to submit to the reproach of delays of publication. 
A similar publication had been already launched by the Belgian 
Government — the Annmire de la Legislation du Travail — since 
1897, but no work in the English language was in existence 
before the Bulletin. 

(2) The second task was the preparation of international 
labour treaties. The Assemblies of the Committee of the Inter- 
national Association met successively at Basle (1901), Cologne 
(1902), Basle (1901), Geneva (.1006), Lucerne (1908), Lugano 
(1910), and Zurich (1912), each meeting carrying resolutions with 
a clause indicating its execution, or establishing sub-committees 
meeting in the years between two assemblies. Proi;eeding on the 
line of least resistance, the question of prohibition of white phos- 
phorus in the match industry, the destruction of necrosis, and 
the prohibition of industrial night work of women during eleven 
hours were first selected as fit for international treatment. Inter- 
national inquiries were held for this purpose by the International 
Labour Office and their results published in two volumes, and 
upon this basis memorials were drafted and a petition for the 
convocation of an international conference filed to the Swiss 
Federal Council. The Swiss Executive first convoke a con- 
ference of experts to Berne in 1905 and then a diplomatic confer- 
ence in 1906, the first drafting the international treaties, the other 
signing it, with the proviso of ratification by the competent 
authorities. This machinery some Governments — the British, 
French, and Swiss particularly— tried to supersede in 1906 by 
an International Commission. But the proposal only reached the 
shape of a "recommendation.” With regard to the treaties them- 
selves, they were most important as specimens of a new kind of 
international compulsion. They broke the ice of rigid national 
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sovereignty ; the initiative had been taken by a treaty concluded 
between France and Italy in 1904 concerning the introduction 
of factory inspection in Italy, care for Italian children in French 
factories, and payment of savings on an international basis. For 
certain Continental States, like Belgium, the prohibition of the 
night work of women was the beginning of labour legislation 
for adult persons; for England the white phosphorus treaty was 
a novelty, to which the United Kingdom adhered in 1908 ; and 
this measure of public health was adopted in various ways by 
all industrial countries with very few exceptions, the United 
States making, by a federal taxation measure, the dangerous pro- 
cesses in the match manufacture financially impossible. 

This success led to further attempts of international treaties ; 
new treaties were to prohibit the night work of male young 
persons under eighteen years (in most advanced countries already 
under identical regulation with women) and to introduce a maxi- 
mum ten-hours’ day for women and young persons. 

The International Association for Labour Legislation had 
thus, with all its fragmentary work of a pioneer, been mapping 
out the subjects which a systematic international coordination 
would have to deal with, when the war broke out. Under the strain 
of its demands labour legislation was suspended. But very soon 
the reaction against compulsory labour sets in ; medical experts, 
like Dr. Stanley Kent, proving that overtime and Sunday work do 
not in the long run relatively increase production ; and the trade 
unions trying not only to restore the former conditions of employ- 
ment, but to improve upon them. In Germany some concessions 
were indeed granted by military authorities, who, c.g., were the 
first to establish minimum wages in trades supplying the Army, 
while in France the same principle was adopted by Parliament 
during the war. In Great Britain, the United States, and 
Italy unrest was felt since 1916 in the trade union world, which 
the resolutions of the Leeds Conference of the organised working 
men of the Allied Powers were trying to obviate, asking for the 
inclusion of international labour clauses in the Peace Treaty. 
The inter-Allied labour programme was very largely based upon 
the pre-war resolutions of the International Association for Labour 
Legislation. The new platform was accepted by the trade union 
federations of the countries of neutral and Central Powers with 
some modifications at their meeting at Berne in October, 1917. 
On June 11th, 1918, tlie Bureau of the International Association 
for Labour Legislation filed a petition to the Swiss Federal 
Council asking for the systematic fulfilment of international labour 
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legislation within the Peace Treaty. Soon afterwards a book 
of the present writer, published some months later by the Federal 
Labour Department of the United States under the title Inter- 
national Labour Legislation and the Society of Nations, tried to 
explain the sphere of activity to which, after the war, inter- 
national labour legislation could extend. After the Armistice the 
Socialist and the Trade Union International met in February, 
1919, in Berne and adopted a labour charter, which was pre- 
sented to the statesmen assembled in Paris. Here the French 
Section of the International Association and the Chamber of 
Deputies had already taken the initiative to ask for a labour 
commission among the preparatory bodies of peace. A draft 
emanating from the British Ministry of Labour served as a basis 
to the Paris Commission on Labour. From them Part XHI. of 
the Treaty of Versailles has taken its origin. With this docu- 
ment the idea of systematic international labour legislation has 
been officially recognised ; it is the Magna Charta for the world 
of labour, in so far as there is left no doubt that “social justice” 
is indispensable for the establishment of peace, and that the latter 
is imperilled by conditions of labour “involving such injustice, 
hardship, and privation to large numbers of people as to produce 
unrest,” etc. Secondly, the Labour clauses of the Treaty went 
further with regard to the regulation of hours than ever the Leeds 
resolutions of 1916 ; the eight-hours* movement had acquired such 
an international strength since October, 1918, that it was felt to 
be ripe for some form of international settlement. Thus the new 
Labour clauses included “the adoption of aii eight-hours’ clay, or a 
forty-eight hours* week, as the standard to be aimed at where 
it has not already been attained,” just what the Bc'rno Congress 
of the second International hud asked for early in 1919. 

The demands of the Berne charter of labour were thus partly 
recognised, the policy of the League of Nations including also 
freedom of combination, the minimum living wage, Sunday rest, 
the abolition of child labour, the protection of young ^persons, 
equal remuneration to both sexes for equal work, equitable treat- 
ment of foreign w^orkmen, and enforcement of labour laws by 
State inspection. This programme embodies the principles of 
Anglo-American trade unionism ; the Americans quite logically 
exhibited like a trophy the first article of their Clayton Act, by 
which they had recuperated the legal position of trade unions 
against the application of anti-trust legislation, “that labour 
should not be treated merely as a commodity or article of 
commerce.” 
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The difference between the decisions of Paris and the Berne 
resolutions lay in tlie conception of machinery. The Leeds and 
Berne resolutions of the International Congresses of Labour had 
claimed for a permanent Commission, in which Governments and 
trade unions sliould be equally represented, co-operating with the 
still existing International liabour Office in Basle, and they thus 
recognised its neutral and scientific character. But this machinery 
was now felt not to offer any more a sufficient political outlet by 
Parliamentary discussion between employers and working men in 
a time of unrest and discontent. Tlie last International Labour 
Conferences had met at the request of tlie Swiss Federal Council 
only with a seven years’ interval. As Mr. G. N. Barnes puts 
it : “Instead of leaving international action to the chance initia- 
tive of some philanthropic State, which, in response to a long 
campaign against some particular feature of industrial life, issued 
an invitation to other States (which they could accept on condi- 
tions or refuse altogether) to send officials to a conference, there 
is now a permanent machinery always in action. It is now 
provided that a conference containing not only representatives 
of the Governmsnts, but also of employers and trade unions from 
every country, shall meet at least once in every year.**^ 

The permanent organisation tlms construed, and somewhat 
similar to the Intoinational Institute of Agriculture in Borne, 
consists of a general conference of representatives of the States 
adhering to the League of Nations and an International Labour 
Office controlled by a Governing Body. The International 
Labour Office was by the Treaty (Art. 392) to be established at 
the seat of the League of Nations as part of the organisation of 
the League. The new International Office, therefore, had to 
take its scat in Geneva since August, 1920. Tho rules of repre- 
sentation for the General Labour Conference of Bepresentatives 
and for the Governing Body of the International Office are : two 
representatives of Governments, one of the employers, one of the 
workers; the danger of “national blocks” is checked by the pro- 
vision that every delegate shall be entitled to vote individually. 
The General Ijabour Conference has to determine whether the 
proposals adopt'd by tliein should take the f<n*m of recommenda- 
tions or of draft international conventions for ratification by the 
member- States. In either case, a majority of two-thirds of the 
votes cast by the delegates present is required on the final vote, 
instead gf the usual unanimity of diplomatic conferences. And 
now the question of ratification arises. In the preparatory com- 

^ Labour and the Peace Treaty. Issued by tho Ministry ol Labour, 1020, 
p. 4. 
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mission of the Treaty the Belgian, French, and Italian delegates 
had proposed to give tlie Labour Conference jx>wer to carry, under 
conditions to be determined, resolutions possessing the force of 
international law. But this idea of an International Labour 
Parliament was not agreed to ; the Treaty merely obliges members 
of the Conference to bring the recommendations or drafts of 
international conventions before the competent authorities for the 
enactment of such measures, in no case later than eighteen 
months from the closing of the session of the Conference. No 
further obligation shall rest upon a member-State if its Parli;i- 
ment refuse to accept a convention or recommendation. If the 
authorities accept, but fail to secure the effective observance, and 
if employers* or workers’ associations complain to the Inter- 
national Labour Office about such contraventions, the Governing 
Body communicates these representations to the defaulting State, 
and may publish the statements of the case. If no satisfactory 
result is obtained, a Commission of Inquiry will be constituted 
by the Secretary-General of the League of Nations. The mem- 
bers of the General Labour Conference will then either accept 
the findings and the proper measures of economic coercion of the 
Commission of Inquiry, or refer the matter to the Permanent 
Court of International Justice, the decisions of which shall be 
final. iL is clear that no judgment on the efficiency of the new 
framework can bo given before June, 19*2.1 , the last term for 
ratifications. 

The first two meetings of the Annual Labour Conference have 
now taken place. The first one was invited to Washington in 
October, 1919, by tJie Government of the United States, the other 
one took place at Genoa in June and July, 1920. The Washing- 
ton Conference was fruitful in adopting six draft conventions : 
the forty-uight-hours’ week was accepted by the first convention ; 
this convention allows a fifty-six-hours’ week for industrial pro- 
cesses to be carried on continuously by a succession of shifts. 
A second draft convention tries to engage member-States to fur- 
nish information on unemployment, to establish luboin* exchanges, 
and to secure equality of benefits for aliens in States which have 
established systems of insurance against unemployment. A third 
draft convention deals with the employmer\t of women before 
cliild-birth ; a woman shall not be permitted to work during the 
six weeks after confinement, shall havc^ a right to leave work 
ufX)n the production of a medical certificate, and shall be paid 
benefits sufficient for the full and healthy maintenance of woman 
and child, and be allowed half an hour twice a day during work- 
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iug hours if nursing her child. The Washington Conference 
restated also the Berne convention of 1906 prohibiting the employ- 
ment of women during the night, and the draft convention of 
1913 concerning the prohibition of night work of young persons ; 
raising the age of protection from sixteen to eighteen, as proposed 
by the International Association, and finally added a draft con- 
vention prohibiting the admission of children under the age of 
fourteen years to mines, manufactures, construction work, and 
transportation. Recommendations were given principally with 
regard to social hygiene ; thus the prohibition of the use of white 
phosphorus in the manufacture of matches was repeated from 
the Berne convention of 1906, besides the findings of the Sub- 
committees of the International Association concerning the pre- 
vention of anthrax and lead-poisoning, were embodied in two 
other recommendations. In the same way the equality of treat- 
ment with regard to the admission of foreign workers to trade 
unions, and the establishment of efficient factory inspection and 
of a public service of social hygiene, were recommended. 

The second meeting of the Labour Conference (Genoa, 1920) 
had been initiated by the French delegates in order to deal with 
the protection of seamen. Here difficulties arose from the fact 
that these questions had not been dealt with in previous meetings 
except by the transport workers themselves, that disinterested 
specialists are rare, and that in some countries competitive 
national interests are easily aroused by protective measures. 
Draft conventions were accepted by the Conference* only con- 
cerning the age of admission of seamen ; the age of fourteen was 
fixed ; the obligation of paying an indemnity in case of unemploy- 
ment by loss or foundering of any vessel was imposed, and employ- 
ment agencies working for private profit were abolished in prin- 
ciple. The limitation of hours of work to forty-eight in the week, 
proposed by the International Labour Office, was lost, the required 
two-thirds majority having not been reached; the forty-eight- 
hours’ week for tlic fishing industry and in inland navigation was 
recommended, without excluding different agreements; Govern- 
ments were also invited to establish schemes of insurance against 
unemployment for seamen.^ 

While the new international organisation was sitting the 
International Association for Labour Legislation had convoked 
its delegates to Basle on July 6th and 7th, 1920. It was felt 
that, in view of what had taken idace, the International Labour 
Office in Basle had been quietly extinguished ; the International 

^ Of. also Labour OazeUe, August, 1920, p. 120. 
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Association was now to decide whether a new field of activity 
was open or whether the Association itself should disappear. The 
British Section of the Association not only insisted on the con- 
tinuation of its work, but also proposed to declare in the new 
statutes what were to be the new aims of the Association if de- 
prived of their International Office. The Association would press 
for the ratification of international conventions and for their 
enforcement to take effect upon the agenda of the General Labour 
Conference, and give new suggestions for labour legislation. The 
next meeting of the Association will take place in Geneva some 
days before the third meeting of the General Labour Conference 
(April 4th, 1921) and with the same agenda : the protection of 
dock and agricultural lal)our. While entertaining for thi§ purpose 
the best relations with the new official body, the Association has 
publicly insisted upon its independent position. 

Evidently the co-operation of national sections of the Inter- 
national Association, with all their experience of the heroic age 
of the movement for international labour legislation, would add 
an element of representation of ideas to the representation of 
interests groii]>ed in the new organisation. New and young pioneers 
of labour legislation will thus find a field for activity and act 
as a healthy counterpoise against i)ossible reaction in the future.^ 
The development which the movement for international labour 
legislation has taken since the war certainly fully justifies all 
optimist prophecies. The humble intellectual Cinderella of pre- 
war times) maltreated by the lords of the heavy industries, with- 
out other means of defence but argument, and yet able to produce 
a conipelle intrare for the basic general problems of labour legis- 
lation, has been elevated to the rank of international power. In 
order to maintain this power, a clear perception of the needs of 
labour is required. Once the general questions have obtained 
a temporary solution, the unprotected occupations will cequire 
the attention of labour legislation. Colonial labour should not bo 
neglected, and the questions of protection to the emigrant work- 
man will be ri|)e as soon as the United States join the official 
international organisation. But the whole trend of recent 
development i)roves that questions of prices, of wages, of profits, 
and of education and participation in industrial administration 
will form the real crux of the future. The complexity of these 
questions should promote the study of economic science, 

^ In England the British Association for Labour Legislation (London, 45, 
Mecklenburgh Square ; President, i^rofossor 8ir Thomas Oliver, M.D. ; Hon. Sec., 
Miss Ida Boaver) and in the United States tho American Association for Labour 
Legislation (Gen. See., Dr. John B. Andrews, Now York) are acting as centres 
of this activity. 
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especially among labour leaders ; for only through them will reach 
the masses the conception that there is a code of labour, for all 
workmen of the world, which may be invoked at any time for 
the purpose of increasing personal values as well as the standard 
of the whole class. It is only by such constructive measures that 
industrial democracy will survive the dangers of industrial mono- 
poly and military dictatorship of all colours, which have been the 
worst enemies of labour legislation long before the war. 

Basle University, Stephan Bauer 

Septcynher, 1920. 



CANCELLATION OF JNTEE-ALLJED DEBTS 


The question of the payment of reparation debts by tlie 
Central Powers is not discussed in this paper, i^isemssion is 
confined to the question of inter- Allied Governmental debts, 
America, though only an “associate,” being referred to as an Ally 
for the sake of brevity. 

So long as the Allied Governments continued during the wai- 
to incur new obligations to one another, the clioice between 
ultimate repayment and cancellation of inter-Allied war debts 
could only excite academic interest. And even yet the final 
settlement of Allied debts does not call for the immediate con- 
sideration of the Governments concerned, becniiso, for the time 
being, interest is being allowed to aecnmiilato. But this delay 
in the payment of interest has only been agreed to for three years, 
dating from April, 1019, in most cases. After this respite, 
interest, and probably some form of sinking fund, must be paid, 
unless an arrangement for the cancellation of war debts is made?, 
or further delay is sanctioned. 

At present the great bulk of inter-Allied loans is nominally 
repayable on demand or at short notice. This is, of course, only 
a financier’s myth, because there is not the remotest possibility 
of any debtor Government being in a |wsition to meet such a 
demand ; yet the fact that the loans are nominally call loans 
might admit of the creditor Governments insisting on severe 
sinking-fund terms. • 

Inter-Allied war debts arc mainly of two kinds; those of 
Continental Europe to Britain amounting to about I!!, 500, 000 ,000, 
and those of Europe, including Britain, to the United States 
amounting to about ,000,000,000. There are in addition, inter- 
continental debts— for example, the Belgian and Bussian debts 
to France ; but such debts as these do not in the aggregate amount 
to a very great total. 

France, Italy and Belgium each owe to the United States 
debts about equal to those which each owe to Great Britain, while 
the other European Allies each owe considerably more to Great 
Britain than to the United States. Lastly, Great Britain herself 
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owes to tlio iJniIf.d States a debt equal to about half the sums 
slie is entitled to receive from the Continental Allies. 

As the war progressed in violence, and the efforts of each 
country w^ere increased, it became evident that the efforts of 
different countries could best be directed into different channels. 
Britain was not able immediately to mobilise a huge army and 
put it in the field against the enemy; but, on the other hand, 
she was able to render other much-needed assistance to her 
Allies, who could not sii]>ply all their vast requirements from their 
owm Tf'sources. Consequently, early in the war Great Britain 
supplied Hialerials to her Allies. The Treasury found it neces- 
sary to adopt some system for controlling the magnitude of these 
supplies : the system of debt creation commended itself as savour- 
ing of independence, yet being -at the same time capable of 
control. At the time that these debts were created there was 
thus a very good reason for their creation, quite apart from the 
question of their ultimate repayment; and it is more than doubt- 
ful how far the final repayment of the sums loaned was really 
contemplated. 

Qiiiic naturally, each Ally, in the same mamu*r as each British 
Government l^eparlment, (‘ndeavoured to seenre to itself as large 
a pro])ortion of Ihe available finance as possible, looking u])on 
its own neials with I lie |irojudiced eyes of an interested party. 
Unless the 'Tn'asnrv exercised the greatesl care in cutting the 
financial cake, then* would nol have been enough slices to go 
around. It was essential to strike a balance between munitions 
and food, between th(' needs of the British Departments and the 
needs of the Allies. 

British Government Depaidnients had to receive Treasury 
sanction to all expenditun*, particularly to expenditure abroad. 
It was hardly possible, jind eertainly incompatible with the dignity 
of an independent, State, for such strict control to be exercised 
over an Allied country as over a British Department. Conse- 
quently, aid to an Allied Government w’as made by loans, each of 
which was divided into two parts : the one part, money for pur- 
chases spc'cifically apjiroved by the Treasury, the other, money at 
the free disposal of tlie borrowing Government. These loans 
were for fixed montlily amounts, and were revised from time to 
time when it was seen that they were not of suitable magnitude. 
In general, these debts bore interest, but not invariably so. 

Control was slight at first, because oii the one hand the 
financial pinch was not great and the co-operation between the 
Allied Governments was still undeveloped, while on the other hand 
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there did not exist the machinery for the control of supplies to 
a foreign Power. Thus in the very early days the British Govern- 
ment was faced with one of two courses : either to give money to 
the Allies, letting them spend it ae they thought fit, which, to 
judge from the scandals aliout the Russo-Japanese War, would 
not have been of much benefit in prosecuting the war ; or to lend 
money in the ho]>es that a loan would be more carefully spent 
than a gift. It was not long before the Treasury set up a system 
of control in detail, but they still found the granting of loans 
preferable to direct subsidies as tending to secure economy. 

Then, again, an important consideration in determining that 
the assistance should be in the form of loans rather than of sub- 
sidies was the question of gold reserves. The British Treasury 
had the utmost difficulty in furnishing the finance necessary for 
purchasing the munitions and food from America that were 
essential to the conduct of the war. Not only were American 
securities purchased or borrowed from the British public and 
used in order to pay our way in America, but literally hundreds 
of millions of pounds in gold coin and bullion were shipped to 
the United States. (.Vmsidcrably more than one hundred millions 
of this gold was borrowed from our Allies. Continental peoples 
are even more inclined lo bow down and worship the golden calf 
than are even the august financiers of the City of Tjondon ; so 
it was with the utmost difficulty that the Allied Governments 
were constrained even to lend the gold, wdiich w^as essential for 
effecting purchases in the United States before that country 
entered the war. 

One general principle, therefore, for inter-Allied financial 
relations during the war was that advances from one to another 
w^ere considered as loans, not .as grants. A second general prin- 
ciple was that each Government should hear the whole cost of 
all the expenses incurred on behalf of their own nationals, military 
or civilian, no matter w’here it was incurred. It was only By 
this means that efficient control and economy could be hoped for. 
Transport would be more economically managed if the Govern- 
ment whose troo]is were being transported nominally paid the 
cost, than if the transportation was nominally free. Munitions 
and food would not be wasted to such an extent if tho Govern- 
ment whose troops used them actually paid for them, as if another 
Government was responsible for paying. The v.iluo of a gun 
is never so well realised wlicn it is received as a gift as when it 
is purchased. In the interests of economy it was essential that 
each consumer should pay for all his consumption. 
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It is not the object of this paper to describe in detail the 
method by which the debts were created, but I must emphasise 
the fact that the creation of those book debts was a satisfactory 
method of limiting the funds expended, both on internal and on 
external purchases. Such limitation was indubitably necessary, 
as otherwise financial resources would have been squandered. 

An example of control may be quoted with advantage. On 
one occasion an Ally entered into a contract for a purchase in 
India, and then applied for IVeasiiry approval. The Treasury 
were unable to approve, as they believed that other purchases 
from India were more urgent, and that the supply in question 
could have been purchased elsewhere. The Allied Government 
was, as a result, forced to pay for the supply out of the free part 
of the advances made by the Treasury. This reduced the amount 
of free money available for general pur]X)ses, and thereby caused 
an adverse movement in the Allied country’s foreign exchanges, 
because less free money was left for the support of the foreign 
exchanges, the purpose for which each Ally invariably used as 
much of its free money as possible. The Treasury were in a 
stronger iwsition for <;riticising demands because they could point 
out that the Allied Government could always, if necessary, make 
any purchase at the expense of its foreign exchanges, if the pur- 
chase seemed of greater importfince than the support of the 
exchanges. Thus the Treasury had a rough and ready criterion 
of the value attributed by an Ally to a particular requirement. 
The conduct of the financial side of the war consisted in deter- 
mining the relative importance of different demands and ration- 
ing them in accordance with their importance and within the 
limits of available money. 

Thus the system of inter-Allied debts was an admirable 
administrative machine. It made ejicli Government feel that the 
need for economy still existed, though sup])lies came from abroad ; 
but it was a most unfair system for a. permanent settlement of 
inter-Allied financial relations. There can be. no reason other 
than that of expediency which can be quoted in favour of inter- 
Allied debts. Justice is outraged by their existence. 

A specific example actually encountered by the writer brought 
home to him with great clearness tlie anomaly of forcing those 
countries, which mainly furnished men, to pay tribute to those 
countries, wbicli mainly furnished the other necessaries of war. 
The Italian Government purchased 6-in. howitzers and shells 
from the British Governnumt during the war, pjiying for them 
at cost price out of the loans received. 1.1iese guns were fired 
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by Italian gunners in support of Italian infantry. After the 
reverses on the Tsonzo it became necessary for the assistance, 
which Great Britain was already according to Italy, to be greatly 
increased. Consequently, more guns and shells were sold to the 
Italian Government than before, payment being made from the 
credits opened against the Italian debt to Great Britain. More- 
over, in addition, complete British batteries of howitzers were 
sent to Italy to support the Italian troops. In pursuance of a 
policy of involving Allied Governments in debt for debt’s sake 
in return for assistance rendered, it would have been logically 
correct for Great Britain to have charged, not only the cost price 
of these guns and shells to the Italian Government, but also the 
expenses of keeping both the horses and the men. But, no ! 
On the contrary, not only did Great Britain bear the whole cost 
of the guns and shells and the keep of the troops, but the Italian 
Government even charged Great Britain with such part of the 
keep of the troops, including their railway fares, as was supplied 
from Italian sources. Where is the logic in this? If England 
risked the lives of her men in firing the guns, surely she was all 
the more justified in charging for the shells fired, not to mention 
the other exi>eiises, than when Italian gunners operated the guns 
and exposed themselves to the oneniy. Having brought lb*' 
argument thus far, it is but a shorl step in logical sequence to 
charge the whole cost of the British Ex|)editionary Force in Italy 
to the Italian Government, the cost of the British Expe^ditionary 
Force in France to the French Government, and so on. But, 
as has already been stated, the administrative advantage gained 
by the creation of inter-Allied debts, which was the justification 
for their creation, only existed wdiere the Ally was responsible 
for administering the expenditure ; this was the justification of the 
illogical course of cliarging for the guns when manned by Italv 
and not charging for them when manned l)y England. Ihil 
it would be ]>rcpost(*rous to make a final iiiler-Allied financial 
settlement on this basis. 

If we revert to the methods of the Middle Ages, and behave 
in the same way as a company of mercenary troops in respect 
to a part of the costs of war and charge for the materials of war, 
why not behave in this way in respect to the whole costs of war 
and charge for everything? We would undoubtedly lay ourselves 
open to the charge that we were making a financially sound pro- 
position out of the war ; but are we not laying ourselves open to 
this charge anyway, by pursuing our present policy in regard 
to tlie inter-Allied debts due to us? 
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It is difficult to fathom the attitude of mind current in a 
nation, which willingly renders the utmost assistance possible, 
comprising men and munitions, on one part of the war front 
without expecting or receiving any material recompense in return, 
yet at the same time, elsewhere on the same front, renders less 
assistance, in the form of materials alone, but in this case 
demands pound for pound of the cost of such assistance, even 
going so far as to charge interest until the debt is paid. One 
might imagine that the Allied nations delighted in sacrificing the 
lives of their own men, and were actually prepared to pay for 
this privilege, inasmuch as they only charged for the costs of war 
when the lives of their own men were not at stake. 

An American may deny that the purchase of wheat by France 
was an expense of the American Government which should in 
equity be borne by that Government, but this is nevertheless the 
case. France had millions of men under arms, which in an 
isolated world only containing France and the Central Powers 
would have been impossible, because these millions of men would 
have starved from lack of food caused by the shortage of labour 
due to the mobilisation of this vast army. But in the world as 
it actually is this huge mobilisation of French troops was possible, 
because America acquiesced in the existence of this vast army 
and supplied the foofl and munitions necessary to keep it and 
France alive. The world w’as divided into two armed groups. 
The greater, which was ultimately victorious, was divided into 
many sections, some of which provided mainly men, others mainly 
munitions and food. Now that the conflict is over, one section 
of the group should not attempt to transfer part of the burden 
of the war already borne by it to another section which has 
already borne a greater burden. Those sections which have 
suffered least from I he devastation and loss of life entailed by 
the war should, if anything, bear a correspondingly greater pro- 
portion of the financial burden than that borne by those crippled 
by the loss of many lives. Yet should payment of inter-AlIied 
debts be exacted the very reverse will be the case. 

It is true that France would have been defeated by Germany 
if Great Britain had not entered the war in 1914, and would 
probably have suffered more than she will actually suffer, even if 
she is forced to pay her foreign debts. Again, it may be true that 
Germany w’ould have been victorious if America had not entered 
the war in 1917. But both Britain and America came to France's 
assistance because Germany was the aggressor, and they con- 
sidered that it was of paramount importance that the militarism 
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of the latter should be overthrown. Neither country entered the 
war in order to amass foreign credits at France’s or any other 
Ally’s expense. Both realised that the war would entail immense 
sacrifice, but entered it in order to rescue France and Belgium 
from the hands of Germany ; yet now that the war is over they 
are attempting to shift part of the burden on to their less 
fortunate Allies. 

It would be almost impossible to elaborate a scheme which 
would distribute the burden of the war equitably among the 
Allies. But undoubtedly the most unjust way imaginable would 
be for the present creditors to extort payment of their debts from 
the present debtors. Arguments can even be adduced to show 
that there would be some degree of accuracy in the distribution 
of the war burden if all inter-Allied debts were converted into 
credits of equal magnitude. Eoiighly speaking, the debts were 
incurred by those countries which had the higher proportion of 
men under shell-fire, and were made in favour of those countries 
which were doing proportionately less fighting, and which were 
for this very reason able to supply the other materials requisite 
to the conduct of war. The examples of France and America 
bear this out. The former did most fighting and is the biggest 
debtor, the latter did least fighting and is the biggest creditor. 
The loss of human life is approximately proportionate to the 
numbers engaged. And this loss is by far the greatest burden 
of war. 

It is only by death and devastation that the world can mort- 
gage its future in order to prosecute war ; for the world as a whole 
is only the poorer to the extent that it loses productivity. 
The manufacture of war material, while entailing present 
sacrifice on the part of the world because the energy absorbed 
in it might have been used for other purposes, does not cause 
lasting sacrifice, does not mortgage the future, except in so far 
as repairs have not been carried out. But the practice of Var 
destroys lives and causes devastation, thus leaving a permanent 
mark and throwing a burden on the future. 

It has been said that an equitable valuation of war burdens 
would be well-nigh impossible. Yet it might be possible to make 
one which took account of work done for war purposes, of lives 
lost and maimed, of devastation, of respective populations and 
national dividends, of degrees of currency inflation, of payments 
received for reparation, of the value of mandates under the Treaty 
of Versailles. But. when all this was done, it would not be fair 
to open credits in accordance with the findings of the calculation, 
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because allowance should also be made for the importance of the 
war to each Ally. The war should in fairness fall more heavily 
(say) on Trance than (say) on America, because upon the defeat 
of Germany depended the existence of Trance as a nation, while 
the importance to America of the defeat of Germany was less 
vital. But, in fact, the burden of the war would be still the 
heavier upon Trance, even if debts were cancelled, because France 
has suffered so very much more from the war, apart from the 
question of inter-Allied debts. 

When all the aspects of the question arc taken into account, 
it will perhaps be the nearest approach to justice if all the debts 
are cancelled. It is true that Trance will still remain the greatest 
sufferer, but then she was the most vitally concerned. On the 
other hand, if the debts arc left to stand as they are at present, 
the grossest injustice will be perpetuated. 

Great Britain should not depend uj 30 n the action of the United 
States in delerinining her own action. At present Britain would 
willingly cancel all the debts due to her, provided America did 
the same. In a sense tliig is reasonable enough, but surely the 
action of America cannot turn a wrong into a right. If the 
debts due to Britain should in fairness be cancelled by Britain, 
the action of America cannot alter the case. Great Britain should 
act in this matter upon the principle of justice. She should 
therefore cancel th(^ debts due to her. 


R. Trodton 



THE WEATHER AND CYCLICAL FLUCTUATIONS 


From time to time various attempts have been made to obtain 
reasonably accurate forecasts of weather tendencies for long 
periods in advance. Ordinary forecasts are made from day to 
day by extrapolation from recorded conditions and tendencies, 
but even these are not invariably correct, and are, in temperate 
latitudes at any rate, limited to a very few days at a time. 
Seasonal forecasting, such as that of the Indian Monsoon, is a 
further extension of the same principle. Past experience shows 
some sort of correlation between certain foregoing data and the 
following seasonal weather, and from these a seasonal forecast 
can be made with a considerable probable error. When the 
period desired is measured in years only one resource remains 
available, and that is periodicity. All attempts to forecast the 
weather of future years thus reduce to an analysis of a more or 
less long series of past registers. The most obvious and powerful 
source of weather condition.-, is clearly the sun, and, apart from 
the diurnal rotation of the earth by which the sun is enabled 
to impose a twenty-four-hour period on the temperature varia- 
tion, and an important semi-diurnal period on that of atmo- 
spheric pressure, the most important period in temperate latitudes 
is that of the earth’s revolution round the sun, which governs 
the seasons, besides modifying the diurnal variations. TJie 
rotation of the sun itself has not hitherto yielded much evidence 
of variable control, and the only other solar period remaining is 
that of the sun-spot cycle. It would seem, then, that for loQg- 
range forecasting the phase of the sun-spot period must be of 
far greater importance than any other consideration. It cannot 
be denied that the tide-raising efliciency of the moon is so much 
greater than that of the sun that any indirect effect of tides on 
weather might be expected to vary in sympathy with the longer 
periods of the moon, and the )>crio(l of between eighteen and 
nineteen years, covering the changes of the moon’s latitude with 
respect to the ecliptic, has often been suggested. In this con- 
nection a few figures may be interesting : 1841 was a very cold 
winter at Greenwich; so also were 1860 and 1879; but 1898 was 
quite warm. On the other hand, J846, 1857 and ]868 wen* 
decidedly warm, while 1879 was tlie coldest in eighty years. 
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Investigations over wide areas attribute to years of sun-spot 
maximum an effect of low'er temperature over the world in 
general, in 1893 in particular, but that year was noted for a 
specially hot summer in Britain and France. It may be safely 
said that in our latitude the effect of the sun-spot phase, i.c., 
the variation in solar radiation, on the weather is not sufficiently 
direct to enable a reasonable forecast to be made. Lately, in 
tropical and sub-tropical regions of South America, the effect of 
rapid short-period changes in solar radiation has been studied, and 
a possibility of forecasting from these is asserted ; but these 
are short-range forecasts, and do not affect the point we are 
now discussing. 

The question arises : “ Does the variation of the solar radia- 
tion in the sun-spot cycle have a sufficiently direct effect in the 
tropics to give assistance to forecasters?” And the answer 
appears to be that both directly and indirectly this has been used 
by Dr. Walker in forecasting the Indian ilonsoon by his method 
of partial correlation coefficients, but the coefficients obtained 
were not large enough to be of great value. Much larger co- 
efficients were found connecting the Monsoon rainfall with some 
barometric data, but not one of these reaches Sir Napier Shaw’s 
limit of 0'7, which he considers (Cou/p/zter’s Handbook, Sec- 
tion V.) the minimum for practical forecasting. 

Hearing these things in mind, it is rather surprising to find 
in Thk ICcoNOAiic Joukxal for 19*20 a paper by Sir W. Beveridge 
on “British Exports and the Barometer,” in which he alleges 
that a period of fifteen and one-third years governs the price of 
wheat, and that bad harvests and high prices recur at not quite 
regular intervals of approximately this length. He even ventures 
a guarded prediction of unseasonable weather, bad harvests, and 
high prices, with iH)ssible famine in one or more of the years 
1924, 1925, and 1926. I am not a student of economics, and I 
do not profess to know what would be, to a wheat-grower, the 
practical value in 1923 of even a cast-iron certainty that one 
of tlie next three years would answer this description. If the 
date were definitely given as 1924 it might be a simpler problem ; 
but I do not know the solution. My concern is simply with the 
])rocess by which the prophecy is made ])ossible, with a strong 
presumption against its validity. 

Many of us liave from time to time analysed long series of 
meteorological data, in the fascinating pursuit of periodicity, and 
the first great difficulty encountered is the choice of time-unit. 
For such a puiq)ose as crop forecasting, the unit ought apparently 
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to be a year, and yet the year is a singularly useless period to 
study in bulk. There is well-marked correlation between low 
pressure and high rainfall, but this does not show very much 
from year to year. Taking three-month periods is better, and for 
monthly periods the agreement is close. In sixty years of Green- 
wich figures seventy-eight months show mean barometer read- 
ings differing from normal by twice the mean residual. Of these, 
high barometer is associated with low rainfall and vtce-versA, 
except in two months. Of these two months, one July had a 
small deficiency of rain with low mean barometer, but there 
w^ere twenty rainy days in the month. The other exception is 
a November w’ith high mean barometer and high rainfall, but 
in that instance all the rain fell in the first ten days, after which 
the barometer rose and remained high with hardly a spot of rain. 
Thus even the month may be too long for time-unit. Sir W. 
Beveridge, however, is satisfied to take the year as his unit, so 
that a year of drowned harvests may be a dry one, and a year of 
dry summer may be a wet one. Even in the months the same 
objection may be found, as a single thunderstorm may make a 
really dry month come out with excess of rainfall. 

Let us look further into the figures given. Accepting the 
barometer data, I have examined those from 1873 to 11)04 (India, 
etc.), and 1873 to 11)03 for North America, each l)cing a homo- 
geneous series. I computed the mean residuals, and found 
fifteen of the first set and twelve of the second, which differ from 
normal by more than the mean residual. In only seven years 
do both series stand out. In two of these the residual is of the 
same sign, both being liigli in 1888 and both low^ in 1893. In 
1873, 1882 and 1892 the Southern barometer is low and the 
American high, the reverse being the case in 1885 and 1002. The 
greatest residuals in the respective series are 1877, high, in 
Southern area, and 1878, low’, ifi the North American. Assuimng 
that the very small residuals are of no consequence, it is an easy 
inference that the barometer figures show’ no evidence of any 
such period as fifteen and one-third years. 

Presumably the total atmospheric pressure over the earth is 
practically constant, so that an excess in one hemisphere w’ould 
be compensated in the other ; so that the five cases noted are 
quite plausible. The areas considered arc not large enough to 
supply perfect compensation ; so we may assume that the 
Eurasian figures might have compensated the high residuals in 
1888 and 1893. This particular corai>ensation might be expected 
to prevent the occurrence, except at very long intervals, of such 
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a phenomenon as a world-wide failure of harvest from meteoro- 
logical causes; having regard, for instance, to Lockyer’s “Baro- 
metric See-.saw” (see Proceeding's of Royal Society, Vol. TjXX., 
and elsewhere). 

Curiously enough, the Argentine region, which on this showing 
would come to the rescue in case of a bad season in India, 
especially as it is an important source of wheat supply, seems 
to have been ignored by Sir W. Beveridge. 

A practice that T have known to be followed in some perio- 
dicity investigations is to obtain an approxiniata period from one 
set of data, and to “correct” it by reference to other sets of 
data which by themselves would give rather dilTerent ]’)eriods, but 
it must be borne in mind that a period of x years in one place 
and of 05 + 2 years in another cannot bo regarded as strong 
evidence of a period of x + 1 years in both. 

Tiiere remains one important consideration. Periodicity as 
an aid to forecasting de]iends for its jnstification on its definite- 
ness and on its accuracy in prediction. It is not enough to derive 
series of sinc-ciirvcs from long-continucd observations, and make 
them fit more or less all the known data. An example of this 
can be found, very pertinent to the j)i*(‘sent (piestioii, in the sun- 
spot analysis of Professor Kimura. The sun-spot period is known 
to be irregular, and Professor Kimura analysed the sun-spot 
numbers from 1750 to 1.911 and found a curve which fitted 
fairly well through that long period. He continued his curve 
by way of prediction to 1950, but the actual ligurt‘s disagreed 
th(5 first year and got worse and worse vt^ar by year. Another 
case, wdien greater accuracy could be oxjH'cted, since, after all, 
very little is really known about siin-hpots, is that of wliat is 
called tlie moon's error. Tlic moon’s motion is modified by the 
attraction of planets, tlie want of sphericity of the earth, and 
so on ; but when allowance is made for all knowm caus(?s the 
moon’s observed place still goes on ditfering more and more from 
the computed place. Professor Brown, the greatest living 
authority on lunar theory, analysed the observed residuals for 150 
years, and yet failed to predict them for the next few^ years. 
Considering how many causes, which are so apparently arbitrary 
as to be commonly called “accidental,” affect the weather and 
the crops, it does not seem likely that the time has yet come 
for long-range forecasting to become a practical factor in the 
regulation of the world’s food supply. 

Walter W. Bry.\nt, 

Late Hon, Sec. Royal Meteorological Society 

No. 121.— Vol. t^xi. b 



NOTES ON THE SOCIAIj AND ECONOMIC 
TEANSTTION IN JAPAN 


The economic development of modern Japan has follo\\cil 
closely the lines of evolution of European nations in their tran- 
sition from the feudal to the industrial state. Yet we see day 
by day, as it were, the drama of nineteenth-century England 
being enacted over again— the passage from status to contract, 
the decline of domestic industry and the rise of the factory 
system, the growth of large towns and the migration from country 
to town, the decline of guild control of crafts, the rise of trade 
unionism and the refusal of government authority to admit the 
principle of collective bargaining, reform bill agitations, rice 
riots, and, with the application of science to industry and life, the 
growth of a shallow and <;alIous rationalism. With these develop- 
ments before one’s eyes it is difficult to believe that Japan is 
only half a century removed from inedimvalisifu It is a curious 
phenomenon, and one which Japanese frequently explain by 
saying : “Japan has accomplished in fifty years what it took 
England three centuries to do.” Though these facts make it 
ap{.)ear that Japan has leapt from the feudal ages right into the 
nineteenth century, a consideration of the details of this tran- 
sition shows how gradual it is and how the liistory of the past 
fifty years has followed closely the lines of economic and ])olitical 
evolution of Western nations in their transition from media'valisrn 
to modern times. • 

In our own history the Elizabethan age marks the parting 
of the ways and the foundation of a new economy over the ruins 
of the old feudal order, and the facts and movements of this age 
form a convenient yet true angle from which to view the evolu- 
tion of modern Japan. Indeed, the conditions, the economic 
policy and the national organisation of the Elizabethan age are 
so strikingly similar to those of the Meiji era (1867"1912) of 
Japan that a comparison throws in relief much that is vague in 
both ages, and at least is an aid to the understanding of the 
measure and significance of Japan’s development. 

The opening of both ages found each nation surrounded and 
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even menaced by nations whose feudal order had passed away 
generations earlier; in the case of .Japan by the industrial states 
of Europe and America, states that had already developed a 
money economy, commerce, and industries; and, further, had 
MUKi.-sed capital enabling them to maintain well-equipped armies 
of mercenaries quite outmatching the old levies of feudal 
retainers. The existence of these armies and navies and 
their evident efTiciency had an important bearing on sub- 
sequent economic policy and thought, for they were to both 
the Elizabethans and modern Japan first demonstration 
of the existence and importance of a third factor in the pro- 
duction of wealth, namely, capital. In his introduction to the 
commercial history of the Elizabethan age Dr. Cunningham 
dwells on this point so well illustrated in Japan’s modern 
history : “In Western Europe, as early as the fifteenth century, 
the command of weallh in a readily excliangeable form was of 
supreme importance with a view to international conflicts. 
Landed proprietors with their retainers could not hold their own 
against professional soldiers: the princci who commanded large 
feudal levies was likely to be worsted by an enemy whose purse 
enabled him to put well-trained mercenaries in the field. A 
large territory manned with dependents was no longer such a 
source of strength.” ^ IV) insist on the importance of money and 
the power of capital as a third factor in the production of wealth 
may appear superfluous to Western minds to-day ; but it is an 
idea which slowly and with utmost difticiilt}’^ took root in Europe, 
and has hardly yet dawned in the minds of Phistern nations. 
In Fhiropc, the traditional feudal prejudices against trade and 
usury and the struggles of a sound banking system to free itself 
from the stigma of usury are sufficient evidence of the slowness 
of society to realise the importance of money, and the difficulty 
of the emergence of capital as a factor in the production of weallh. 

^ This point cannot l )0 emphasised too much in the cose of Japan, for an 
understanding of it would do much to eradicate the illusion that a sudden 
admiration for Wostcin civilisation induced the nation to a self-conscious 
attempt to adopt it. When Western warships appeared off and bombarded 
the coasts of Japan befuro the wondering eyes of levies of feudal retainers the 
feudal military pride of the clans received such a rude shock that they quickly 
saw that the only way to Ixsat these “ red-haired barbarians ** was with their 
own weapons. Only later did the idea dawn that these powerful war niachine.s 
were based on money expenditure, and to get money commerce and industry 
are necessary, and these latter cannot be developed without skill and technical 
knowledge. And thus oroso the necessity for planting Western technical educa- 
tion on Japanese soil, and with this educational system came some knowledge 
of European culture and ideals. Naturally they tackled these problems with 
that fixed feudal prejudice against peoples whose life, especially whose military 
organisation, is based on money and not service. 

E 2 
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Blifeh ptejtidic^d and diffictiiiiSg J^pan had to bvfercomcS fifty years 
and it is to this awakening to the idea of money and the 
faefifissliy bf a money boonomy which Dr. Cunningham notes 
as thd basis of Elizabethan jiolicy that we must tutn for explana- 
tion of Japaii’s bircuiiistanbes. 

The ecdhomic task, therefbre, that presented itself to the 
Mbiji (i867-l9l2) geherdtion of Japan was the building up Of a 
filbhey econolriy, and the amassing of capital, primarily, to place 
her atmy and navy on a money basis rivalling in elBciency those 
ihercbiiaty forces that had menaced her feudal existence. Thus 
there ^as developed in Japan an economic policy, not only 
administered, but initiated, by a strong national Government 
whose careful attention to detail and watchfnlhess over the 
country’s resources has its counterpart in England in that studied, 
vigilant ebonoraic policy associated with the name of Burleigh. 
TheJ aiihs arid motives of Burleigh provide an elucidation of 
Japan's economic policy. 

Of the elements of Elizabethan government, it is the pro- 
dominant position bf the Council, not merely as legislator and 
adirilnistfator, but as the initiator of commercial ])olicy and enter- 
prise that is most instructive as elucidating the nature of Japan's 
government to-day. Though Japan has a Constitution ostensibly 
ba^d bri modern Western models, the Diet has little power and 
little important influence on the nation's affairs.' The pre- 
dominant position of the Council, as of the “Government** of 
japan, rested not so much on bureaucratic ])ower, but rather 
dh the fact that it was the symbol of national as oj)posed to 
feudal government, and the reverences for its many ordinances 
wfere those of a people who for the first time in their history were 

^ The extent of constitutionalism in Japan may be understood from the 
following facts : — 

The electorate numbers 3,000,000 (population 60,000,000). • 

The Ministers of Army and Navy retain office through a change of ** Govern- 
ment." 

The " Government " may make disbursements out of revenue without the 
consent of the Diet, under the head of seHnin ahishitau, "responsibility die- 
burromentB." 

At the recent general election (May) the Tokyo journal Ilorhi drow attention 
to the custom prevailing in some electoral districts of the polico canvassing on 
tehalf of the " Government " candidates. The journal was not so severe on 
the police for using their good offices in favour of the " Govornmeht " party i 
but complained bitterly that in some districts canvassers for the Opposition 
had been imprisoned. 

A bbiisiituiional question arobe at the same election when two prefeotural 
jKoi^mbtii wero elected to the Diet. The ** Government " decided they Should 
be allbwed to take their seats. 

ilie Tokj^ A^dhi ih a recaht leadeir btitibldhd “ the War bfflce'k Foneigh 
Policy.” 
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beginniDg tq {epl a patiofi, merging ]hpix claq ^pirjt: aq4 thair 
spirit of feudal al|eg;anca into one great idea of patipnalisiq. 
This liype of government is frequently described as bureaucracy, 
but the term hardly explains the ppculiaf and less patent natufe 
of the pUzabejihan Council, or first I^ational Government of 
Japan. The sanction of authority rests on something quite 
differept — on the confidence felt in the protection of a strqng 
Central Governipent by peoples having their first experience pf 
nationhood. 

The new National Government of modern Japan threw the 
full weight of its authority into the development of a carefplly 
designed commercial policy. In his development of new indus- 
tries, mineral resources, ordpance, in the importation of foreign 
capital and skill, his currency reforms and the close investiga- 
tion of every new patent and project, Burleigh held a watching 
brief for the development of every possible national resource, 
which, for its close association of the Government with business 
and commercial policy, counterpart in modem Japan. 

The significance of this association cannot be emphasi8e4 too 
much. The Queen herself wrote pamphlets on currency 4cp>^0“ 
ciation in her own hand, and in both ages this peepliar assqcis.- 
tion qf the Government with business policy wq-s due to the 
sudden comprehension of a new factor and power in the destipy 
of the nation — money. 

With the advpnt of money and Western capitalism in Japan 
the country was given its first opportunity to place its feudal 
levies on a money basis with modern armaments, and in dping 
so it enjoyed an advantage which the Elizabethans did not, in 
the existence of a well-organised international armament traffic. 
TSrifisb apd European armament syndicates found here a new 
and promising market for their wares, and these, together with 
the aid of foreign niilitary and naval instruptors, played an 
important part in the rapid conversion of Japan’s feudal levies 
into a modern army based on inoney supplies.^ The supply of 
ordnance was one of the first problems Burleigh had to solve, 
and his difficulties in this connection were increased by the loss 
of Calais, which had always given England access to Con- 
tinental mineral resources. As an island Bower in juxtaposition 
to a continent of vast mineral resources Japan’s position is 

] “ The piOBt faahipnable fipna, Krupp, Creuaot, Viokere, Aimettopg, eiq., 
sell vpiy largely to foreigq Governments. The directors foxxn syn^catps sfffl 
enter into agreements for exploiting virgin markets.** — (F. W. Hirst.) Their 
achievements in exploiting Elastorn markets is very similar to that accomplished 
by gm^wder for the ^eyiyal of Learpipg in Europe. 
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analogous, and from the importance of Calais to the Elizabethans 
may be realised the importance to Japan of points on the China 
coast, such as Port Arthur and Tsingtao, and what lines her 
motives and policy toward this continent must take. 

In developing the industries of the country Burleigh imported 
freely foreign skill, capital, and patents, and, like modern Japan, 
was not slow to see how these things could be utilised to the 
best advantage of the country. Japan’s method in this respect 
is to watch new industrial developments in the West, and the 
inventions or j^rocesscs being in a fairly advanced stage, to buy 
up patents, mechanics, and experts, and reproduce the model on 
Japanese soil. Thus six months after its production in the West 
the model may be reproduced in Japan. The patents and skill 
having been purchased, it is not difficult to find the capital, since 
the foreign owners of the patent may usually be counted on for 
considerable investment, thus securing the initial success of the 
reproduction on Japanese soil. A great problem that Burleigh had 
to face was the concentration of the foreign trade of the country 
into the hands of his own nationals, and ridding the country of 
the Hanse merchants. In the early yesus of Meiji (1867- 
1912) the whole of Japan’s foreign trade was in the hands of 
foreign resident merchants. On the other hand, their position 
was never so strong as that of the Hanse. They have never 
enjoyed discriminating favours from the reigning monarch of 
Japan in the way of free irajx>rts ; on the contrary, every ])ossible 
discrimination has been exercised against them. The Hanse 
must have owed a good deal of their prestige and strength to 
the fact that in their commercial treaties and official dealings 
they negotiated direct with governmental authorities and npt 
through consular and diplomatic bodies. The following figures 
of goods carried to and from Japan in foreign and Japanese 
bottoms gives some idea of the extent to which the foreign^ trade 
of the country is passing into native hands : — 

Total imports Carried in 

and exports. Japanese ships. 

1906 ... ¥801,614,904 ¥63,025,075 

1918 ... ¥;}, 542,006,015 ¥3,110,820,197 

One Yen = 2«. 0’582(/. 

On the abolition of feudalism, and in her first attempts to 
establish a monetary and banking system, Japan's early financial 
difficulties were identical with those of the Elizabethans. In 
feudal times the nucleus of a banking system had always been 
present, not in goldsmiths as in Europe, but in a class of pawn- 
brokers and exchange dealers whose functions were dealing in 


Carried in 
foreign ships. 
¥738,589,889 
¥431,185,818 
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exchange of the currencies of the various daimyates, and making 
loans to samurai against their future rice allowances. Though 
each daimyaie had its own subsidiary currency, there circulated 
throughout the whole country a gold coin, kohan, exchanging 
with silver in the ratio 7:1. The appearance of the white man 
on Japanese soil synchronised with the disappearance of this 
low-priced gold, and the Japanese do not easily forget this early 
drain of their gold reserve. It handicapped them severely in 
their first commercial relations with monetised nations, and it is 
partly due to this and to prevent further gold drain from excess 
imports that an im^wrt tariff on some 650 articles has been 
maintained. This first experience with nations on a money 
economy gave the country its first valuable education in money, 
and how the Elizabethans profited by a similar experience is 
shown in the work of Sir Thomas (jicsham, whom it induced 
to formulate wisdom on the matter that is still embodied in our 
text-books on currency. The late war helped Japan to retrieve 
her position, as the following figures show : — 


Excess imports of 

Excess exports of gold and gold and silver 

silver bullion. bullion. 


Yen. Yon. 

1911 18,230,018 — 

1912 10,780,802 — 

1913 26,071,995 — 

1914 20,542,854 — 

1915 20,269,506 — 

1916 — 72,950,483 

1917 -- 238,488,627 

1918 — 4,078,448 

1919 (Jan.— All -.) — 78,897,090 


Once the early currency difficulties were surmounted, the 
hanking system of the country was entirely reorganised on 
Western models. The American national banks were taken as 
the first models and the regulations of these banks entirely 
adopted. In 1883, however, an Act took away the issuing privi- 
lege of the national banks, confining it solely to the newly- 
created Bank of Japan. 

In grafting certain features of nineteenth-century Europe on 
to her post-feudal organisation. Japan enjoyed a certain “unearned 
increment *’ by coming late in time, and adopting the perfected 
mechanism, patents and processes she found ready at hand in the 
industrialised West. Her population, 30 million in 1867, is to-day 
60 million, a contrast with the three or four million of Tudor 
England, and a fact which shows the necessity of the speedy 
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adoption of capitalism and Western industrial methods. How 
rapid her expansion has been may be seen from the following 
figures : — 

National Revenue (in Yen). 


1875 

P9 


1885 

66 


1905 191.3 1919 s 

535 721 1064 

Foreign Trade (Imports and Rxports). 
1905 1913 1918 

810 1361 3630 


000 , 000’8 

omitted 


In the cotton industry, one of Japan’s most formidable enter- 
prises, the folloAAing figures illustrate the eomparative growth : — 

Average Annual Consumption of Raw Cotton (1914-16). 

Japan. England. 

830,000,000 lbs. 1,854,000,000 lbs. 

These amounts of raw cotton w^ere consumed by : — 


Japan. 

2,747,778 spindlos. 


England. 

150,000,000 spindles. 


These are the average nimibor of spindles worked in each 
country for the years 1914-16 inclusive. Japanese spindles 
worked an average of twenty lioiirs a day. 

In all these dovcloprncnts the country has enjoyed a great 
advantage by developing late in lime. For, in laying down plant 
and machinery for new indusirics and adopting new proejesses, it 
has been able to utilise the Iast-imi)rovcd ideas and machinery 
of the West, particularly of the United States, and thus it had 
no traditions nor heavy investments of fixed capital to handicap 
it, as, for example, is the case with some industries in Europe 
and America where cxj>ensive plant and machinery was laid down 
years ago, and the industries are bound to remain in their con- 
servative position because not .sul'licicnt is written off annually for 
improvements and the exploitation of new ideas. Tlie country 
has not had to go through that long apprenticeship of patient 
trial, research a-iul experiment by which the industry of the West 
was built up ; it has liad merely to pluck the ripened fruit. 

The figures quoted above take no account of the numerous 
minor industries in the country engaged in the production of such 
exotic products as pianolas, pianos, violins, etc., nor of the 
innumerable minor enterprises in which directly or indirectly the 
Government interests itself with meticulous solicitude, such as 
fox-farming, horse-breeding, sheej>rearing, artificial breeding of 
salmon, model factories for the teaching of scientific management. 
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to the rearing of frogs for food. No idea appears too small for 
development, and for such care in utilising and developing every 
iota of technieal knowledge there is hardly a precedent our 
own Government’s history, save perhaps in the national policy 
of the country under Burleigh. Added to this, the hedging 
around and protection of industry by means of tariffs, subsidies, 
navigation Acts, and various anti-foreign discriminations, there 
has developed to-day in Japan that system of national economy 
against which Adam Smith in his day directed his attack — 
mercantilism. 

Much criticism has been directed against Japan's mercan- 
tilism, yet it is no inore than the line of policy each nation of 
Europe has taken when the various municipal and feudal units 
were first merging and beginning to develop national conscious- 
ness, and the nation’s historical evolution is a modern testimony 
to the truth of Schmoller’s characterisation of the mercantile 
system : “The essence of the system lies, not in some doctrine of 
money or the balance of trade, not in tariff barriers, protective 
duties, or navigation laws, but in something far greater, viz., in 
the total transformation of society and its organisation, as well 
as of the State and its institutions, in the replacing of a local 
territorial economic policy by that of the national State.” This 
transformation dates, in the case of Japan, from 1867, when 
Meiji Tenno was restored to the throne as Emperor, and four 
years later the feudal clans were dissolved, and land registers 
handed in to the new National Government. 

Thus mercantilism did its work in welding a new national 
unity and developing the natural resources of the country after 
the various daimyos had surrendcrexl their fiefs.- It was, as 
Schmoller describes it, “in its kevucl, state-making.” Now that 
the state is made it would be difficult to deny that there have 
grown up some of those abuses of mercantilism which Adam 
Smith attacked in his day and which provide a modern illustrar 
tion of the immortal wisdom of his teaching. An import tariff 
on some 650 articles yielded, in 1918, £3,500,000, compared with 
a yield in England from tobacco alone of £33,000,000 (1917-18). 
The constant menace of gold drain from excess imports is the 
reason put forth for this tariff* wall. But one might well ask if 
there is really an excess of imports and whether it is not just 
the system of subsidy and subvention that is keeping low the 
value of exports while their volume is increasing, and whether 
the average excess of import values throughout the year is not 
approximately the amount paid away in subsidising exports. 
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This might well be the case with the Japanese, who try their 
hand at the production of every conceivable article of Western 
consumption, producing a wide variety of articles for ex])ort which 
they can only hope to sell in competition with foreign wares by 
the methods of subsidy and undercutting. Eather than increase 
the volume of their exports or their variety, could they make a 
given volume and range of ex)X)rt8 yield a higher price, it might 
go far to driving away the bogey of gold drain. Such prices 
could only be obtained by the production of sounder and more 
efficient goods that could take their stand by foreign goods in 
open competition, but so long as industries are under the umbrage 
of subsidies there is no inducement for manufacturers to take this 
line of policy. These endowments offer too <iuic*k and certaii: 
returns. Japanese retailed silk goods, for example, are cheaper 
in London than in Tokyo. It might be expected that Japan’s 
“invisible” exports in the w^ay of shipping earnings might con- 
tribute toward the reduction of her excess im|:)orts, but hero, 
again, amounts that might aid toward this reduction are largely 
cancelled by amounts that have been previously paid away fn 
rebates, secret or otherwise, or subsidies.^ 

An analogy of modern Japan with Elizabethan England can 
do no more than indicate the lines of transition the country’s 
economic life took on the downfall of feudalism, and takes no 
note of those deeper traits that dilferentiate an Eastern from a 
Western nation. But that there should be close analogy is not 
remarkable if one remembers that, when this hermit nation first 
opened its doors to foreign intercourse, there were found in 
existence on its soil all those feudal institutions thought to be 
peculiar to European feudalism.^ In the existence of the family 
system in Japan and in Shinto, the form of national faith, we 
see two institutions which make a differentiating mark on the 
social and i3olitical institutions of the country. Shinto, postu- 
lating as it does the divinity of the lOmperor, developed national 
patriotism to a point of religious fervour, and is something quite 
different from our Tudor nationalism. 

* The first Subsidy Act, 189d, provided a subsidy of 25 son (Gd.) per ton gross 
for every 1,000 miles of service by steamers in foreign trade, provided they 
had a minimum tonnage of 1,000 gross and a speed of 10 knots. In 1910 the 
tonnage and speed qualifications were raised to 3,000 tons and 12 knots, and 
the subsidy to 50 sen (Is.). 

• “ Notes on Land Tenure and Local Institutions in Old Japan,*' by D. 13. 
Simmons. Trarmeu tions of the Asiatic Society of Japun, Tokyo. Sir William 
Ashley writes of these notes, " One gets up from the reading of these notes with 
a quite uncanny feeling. . . . We were not prepared to find that, in most essential 
points mediaeval society in Japan was the exact counterpart of that of Europe 
It is as startling as if we hod come on our doubles." — {Surveys.) 
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Thus it is not difficult to visualise the drama that is slowly 
working itself out. a drama in which the clash of motives is 
provided by the sudden impact of mediseval custom, mind and 
state with nineteenth-century industrialism and social philosophy. 
One watches, for example, the old patriarchal relations between 
employer and employed survive stubbornly under the capitalised 
factory system of to-day. So much so that some social thinkers 
in Japan see in the perpetuation of this “beautiful sentiment “ 
between capital and labour — a sentiment they cannot find in the 
West — ^Japan’s own peculiar solution to the labour question.^ 
But slowly it is realised that sentiment, however beautiful, is 
frequently capricious, and that contract being dependable has 
much to be said foi* it, at least as a means of regulating economic 
affairs. One watches, too, what short work the ideas of contract 
and money make of ancient custom and usage, bringing about a 
degeneration of loyalty in service and change of occupations, 
frequently without that efficiency of labour which they have 
developed in the West. At no time was this more evident than 
in the years 1914-19, when money poured into the country. It 
produced unprecedented labour unrest, to some extent encouraged 
by the achievements of similar unrest in the West. Yet with 
the difference that in da])an it is not the deliberate unrest of a 
people accustomed to contract and collective bargaining. To 
realise its significance one must think of it as the unrest of a 
people for whom only a generation ago occupations were fixe<l 
and hereditary, mobility from place to place difficult, a people 
who are feeling the first glow of freedom which money payments 
and the voluntary contracting of their labour can give. The 
chief danger of such movements in Japan is that they take their 

' Baron Goto, for oxaniple, wlien interrogated by an American aa to how this 
beautiful patriarchal relation boUveeii employer and employed came to exist in 
Japan, replied, The phenomenon you have noticed is due to the peculiar 
nature of the Japanese people. In the West the strongest factor in government 
is reason, logic, and ideas. But here the strongest thing is the heart, if I may 
call it that — that is to say, sentiment. *’ 

Baron Shibusawa, the greatest capitalist of Japan, in a book, *' A Hundred 
Talks,*' writes : The relation existing in the past between capitalists and labourers 
was a relation of feeling and affection. To provide a law and establish this 
relation on the basis of right«! and duties would have the effect of creating distance 
between them. . . . The iiupe of social harmony, of a good relation between 
oapitaiista labourers, is to be grounded on the realisation of * good customs 
and beautiful sentiments.' ... If labourers and capitalists alike followed the 
royal path ’ and looked upon it as a rule of human conduct industrial differences 
and law suits would be avoided. This bond is superior to a hundred statutes 
and a thousand laws. The true bond is that of sympathy, and the notion of 
rights and duties can have no other effect than to separate capitalists and 
labourers." 
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inspiration from similar movements in the West, while labour 
in Japan is far behind Western labour in efficiency. It was 
precisely to meet such a contingency that the Elizabethan Statute 
of Artificers and Wage Assessments was intended. 

Trevor Johnbs 

Government Commercial College, 

Otaru, Japan. 
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A Constitution for the Socialist Commonwealth of Great Britain. 

By Sidney and Beatrice Webb. (Ijondon : Ijongmans, 

Green and Co. 1920. Pp. xviii4-364.) 

AMbNG literary Utopias the Sdcialist Constitution of das 
Ehepaar Webb stands out with sotnethirlg of the gaunt biit im- 
posing efficiency of a modern railway station in some fantastic 
Eastern city. Here is a book with which some will disagree, 
but of which none can say that it is the product of hasty thought, 
or of inexperience of aflaihs, or of an inadequate sense of historical 
development. By patient study of what has been and what is 
the unwearied authors have fiilly earned the right to indulge in 
visions of what shall be : and their picture of the commonwealth 
of the future; though not, wx hope, the last in time, must be 
regarded as in some ficnsc the crown and consummation of all 
their labours. 

]t would be idle to pretend that this is an easy book to read. 
To thread one's way through its avenues of machinery has the 
same kind of numbing effect on the intelligence as a tramp round 
a factory. You see that travelling ctane, clanking along over- 
head? That is a Control Committee going its rounds, armed 
with its weapons of Measurement and Publicity. You are 
intrigued by that circular saw, revolving at incredible speed? 
That is a Vocational Association improving its technique. You 
are deafened by the whir of that piece of cross-belting? It is 
only the Joint Financial Committee of the Social and Political 
Parliaments, allocating Grants-in-aid. One drinks it all in 
eagerly, only to find later with shame that the mind has failed 
to grip, and that what felt like intelligent conviction was only 
an awed but unreceptive acquiescence. 

Yet all such weakness has been foreseen by the authors, and 
chidden with a gentle reproof whose justice can hardly be gain- 
said. “Those impatient democrats . . . who petulantly demand, 
at the same time, the elaborations and refinements of civilisa- 
tton and the anarchy and simplicity of the primitive age, cannot 
in the nature of things ever be gratified. . . . The price of 
liberty ... is the complication of a highly differentiated and 
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systematically co-ordinated social order.*’ Nor can we dispute 
that it ill becomes the stalwarts of Capitalism, with its portentous 
specialisations and its labyrinthine interweaving of interests, to 
preach the gospel of simplicity. 

It would not be fitting to offer to conduct the readers of this 
Journal all over the vast integrated establishment of Webb and 
Webb; for its products are as various as the activities of man, 
ranging from international treaties to sewage, from household 
requisites to a Central Index Begister. It is not for the mere 
economist to pass judgment on its improved sun-and-planet engine 
— a court purged of snobbishness revolving around a Ceremonial 
Monarch — or on that delicate piece of new mechanism, the 
Standing Committee on Common Amenity and Public Beauty. 
Even the more purely economic departments must be hurriedly 
traversed. We must confine ourselves, in short, to asking what 
answer the authors give to a few of the main questions which 
are bound to be put to all reconstructors of the framework of 
society. 

First, then, what is the attitude of Mr. and Mrs. Webb 
towards the now fashionnl)le Sally Beauchamp d(x;trin(3 of repre- 
sentation — the doctrine that efich individual elector is a bundle 
of separate wills, which must find separate representation if 
democracy is to be made a living thing? To some extent they 
endorse it. The ordinary man, it appears, is a crowd of at least 
four persons — Producer, Consumer, First Citizen (requiring 
Defence and Justice), and Second Citizen (with views on Social 
Policy). In these days of psycho-analysis our authors may well 
bo astonished at their own moderation. They arc moderate, too, 
in the practical inferences which they draw from their analysis. 
They arc content with two Parliaments — one social and one 
political ; while granting a large share to Associations of Producers 
in the management of their several industries, they see no jjse 
for a separate National Assembly of Vocational Eepresentatives ; 
and for purposes of local government they permit us to fuse the 
Two Citizens again with one another and with the Consumer. 
They thus avoid on the whole successfully the pitfalls which be- 
set the extreme Sally Beauchamp theorists — the danger of remov- 
ing from the elector all responsibility for co-ordinating his own 
conflicting desires and opinions, of relieving the strain of 
decision for the individual only to accentuate it for the com- 
munity, rather as Einstein is accused (is he not?) of banishing 
gravitation from a local field only to pile it up with ever-increasing 
intensity at the end of the universe. Our authors’ plans for the 



1921] WEBB : SOCIALIST COMMONWEALTH OF GREAT BRITAIN 63 

ultimate co-ordination of national purposes, if not fanatic-proof, 
are at least carefully and indeed meticulously laid. 

Next, how far in the new commonwealth is the individual to 
be free to spend both his life and his income as he chooses? Or 
on what alternative to individual choice and decision are we to 
rely for the due allocation of the national resources, both of men 
and capital, between different employments? Here the authors 
are on the whole conservative. First, they preserve the 
machinery of price ; there may, they think, be an extension of 
Communism in certain directions, but in the main, unless the 
community decides otherwise of set purpose, each industry must 
be allow^ed to charge such prices as both to cover its own costs 
and make a fair contribution towards communal expenses. 
Secondly, the doctrine of economic rent is conscientiously bran- 
dished — ^no particular group either of producers or of consumers 
is to be allowed to exploit differential advantages in production ; 
though now and aga.in the authors* grasp on this principle seems 
to slacken, as when wc find that during the transition the com- 
pensation of expropriated owners is to be effected out of general 
taxation and to be in no way a charge on the particular industry 
transferred to public ownership — an arrangement surely unduly 
favourable (e.g,) to railway transport as compared with coal- 
mining, Thirdly, the mobility of labour between different em- 
ployments and establishments is to be promoted by variations in 
the “net advantages” or even in the wages offered— a sensible 
enough provision, but perhaps scarcely a great advance, from the 
standpoint of abstract justice, on the practice of Capitalism. 
Fourthly, there is to be a great variety in the types of industrial 
organisation, and competition between them is not to be excluded. 
Only a few leading industries will be subjected to old-fashioned 
juitiorialisation ; the main field will be covered by Local Autliori- 
tics of varying sizes — composed, that is, of varying numbers of 
the Wards which are to be the cells of local government — and 
by Co-operative Associations of Consumers. There is to be room 
for properly safeguarded experiments by self-governing estab- 
lislunents— even for independent craftsmen, agriculturists and 
2>rofessional men, selling their products and services direct to the 
market. Tlicrc will even, for a long time to come, be vestiges of 
private capitalism. Here, again, common sense prevails, though 
the authors do not seem to us as explicit as they evidently 
imagine themselves to be on what is sind what is not to be 
branded as private ownership of the means of production. Fifthly, 
Mr. and Mrs. Webb repose a faith as profound as that of 
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Frederick Taylor in the white light of science — of “incessaiit 
statistics" and "streams of reports” — as the supreme guide to 
policy; and the supreme test of w^hether or not economic welfare 
is being maximised. 

Finally, what provision is to be made for industrial progress 
and the heeds of future generations? Up to a point the answer 
is clear. Each industry will be expected to budget for its own 
aiihual extensions; the authors emphasise justly that capital 
improvement docs not necessarily, even now, involve borrowing 
at interest, and face frankly the compulsory abstinence — the 
loading bf prices above cost of production, wdiich the suggested 
procedure wdll necessitate. As to the exploration of new Wants 
and the development of new services, it w’oiild not seem that 
we can rely much on those independent practitioners, since they 
are not to be allowed to own more elaborate instruments than 
they can operate unaided. But it "may well be the case” that 
the public authority will make advances from public funds to 
new and expanding industries. For this purpose it will have at 
its disposal, among other things, the bank balances of individuals 
and the fuiids of insurance societies, Avhich it will borrow and 
on which it will even perhaps pay interest. 1'he authors appear 
to place implicit contidiuice in the capacity of the public alitliority 
for appraising new ideas and for judging and bearing risks; and 
they dismiss the problem of population in a footnote. 

We have been able to notice only some of the features of 
this closely-packed work, and those not in every case the features 
in which the authors themselves display most interest. So 
absorbed arc they in the apparatus of government that they deal 
almost by way of afterthought, and in a concluding chapter 
nominally devoted to the j)eriod of transition, with some of the 
fundamental problems of socmlisation. That chapter contains 
also an admirable plea for restraint and decent manners during 
the inevitable strain <)t transition. There is nothing better in 
the book than the authors’ yxjrsuasive suggestion that the vast 
disparity in income between the leaders of business and the 
leaders of science or public administration is largely a matter of 
custom and convention which a dec.ent ])rofessional pride on the 
part of the business world would not wish to see perpetuated. 

Thus this notable book ends, on a note of triumphant hope 
tempered by studious moderation. It is easy and ]>erhaps par- 
donable to indulge in a smile at its mechanistic and sesquipedalian 
terminology. It would be easy, too; to deprecate occasional ex- 
travagafaces of phrasing, as when allusion is made to “the 
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‘ invincible ignorance * of fche upholders of the Capitalist System/’ 
or when an honest and effective enforcement of the policy of the 
“National Minimum” is said to have been thwarted by “the 
intellectual sabotage of the administrators.” But our dominant 
feeling must surely be one of respect and gratitude towards this 
pair of business-like Crusaders, who have laboured so long and on 
the whole so fruitfully both to bring us within striking distance of 
Jerusalem, and to hand the city over to us undesecrated by 
violence and civil strife. 

D. IT. Robertson 


Det Bolschewismus , Vorauesetzungen, Geschichte, TJieorie, 
zugleich eine Untersuchung seines V erhaUmsses zum 
Marxismus, Wilhelm Mautner, Doctor der Staatswissen- 
schaften [Tubingen]. (Berlin, etc. : Kohlhaminer. 1920.) 
Pp. xxiii+368. 

It might seem too soon to write a book on Bolshevism. But 
the present book is not so mucli a general discussion of the thing 
itself as of the question whether Marx would have approved of 
it. Are the principles of Lenin and Trotsky those of ^larx and 
Engels? The question Is of subordinate interest to most English- 
men ; but oil the Continent there is already a tradition of the 
Fathers. Dr. Mautner thinks the Bolshevist leaders wrong in 
claiming the authority of Marx. It is curious to find them 
appealing to any authority at all. 

For his proof, the author relies, not only on the famous 
Communistic Manifesto (1847-48) and Capital (1867-85-94), but 
on documents recently printed, like the Correspondence of Marx 
and Engels, 1844-83, published 1913, and Engels* Principles of 
Communism, published 1914 (Mautner, 366-7).^ The new evi- 
dence strengthens a case already sufficiently clear. 

The Manifesto was “Communistic,” not, as we might have 
expected, “Socialistic,” because the latter term was associated 
with the Utopias of Proudhon and the bourgeoisie, to say nothing 
of Lassalle's Social Democracy (124-5, cf, 194-5). The party was 
not committed to an equal division of goods. Nor does the 
proletariat, to whom the Manifesto is addressed, consist of the 
most abject unskilled labourers; it is enough if they are wage- 
earners without capital. Such qualifications may be fairly held 
to leave the main doctrine untouched. The differences between 
the early and the late teachings of Marx seem rightly regarded 
by our author as no more than are usual between youth and age. 
i See Economic Journal 1806, p. 492. 

No. 121.— VOL. XXXI. 
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The essential belief remains that society is to be saved by the 
proletariat (218). So far Marx and Lenin axe at one. How 
much farther does the agreement extend? 

To answer the question, Dr. Mautner takes Lenin and Trotsky 
as the leaders of Bolshevism, and, besides drawing freely on their 
other works joint or separate, submits to a long drastic review 
Lenin’s book of 1917, the full title of which he gives as ; State 
and Revolution: The Marxian Doctrine of the State, and Prob- 
lems of the Proletariat and the Revolution (127 seq.). 

The first bone of contention is the State. Lenin makes much 
of the words of Engels (Preface to 1890 edition of the Manifesto) : 
**Now^adays we may call ourselves Social Democrats, unsuitable 
as the term is for a party whose economic programme is not only 
Socialistic, but Communistic, and whose political chief end is 
victory over the whole State and therefore over Democracy itself ** 
(Mautner, 124-5). There is to be no more State. This, says 
Lenin, means that when the proletariat have killed the present 
State, the State as such is, ipso facto, put to death, the prole- 
tarian successor being only a “ half-State and vanishing of itself 
when its work is done (131, 161, 202). Lenin improves on his text 
by adding that all previous revolutions have only perfected the 
machine of State ; we must now break it up and destroy it utterly 
(132-3, 173). We shall have the skilled ofiBcials of the bureau- 
cracy to work for the people, as once for the State. We must 
have representative bodies. But we must have no political demo> 
cracy and no Parliament (135, 138). We must have a Govern- 
ment by the working classes whether they are the majority or 
not, and all under arms (136-142, 179, 250). The power must be 
central, not federative (136, 138, 198). There must not only be, 
as Marx said, a dictatorship of tho proletariat, but a dictatorship 
of its leaders, even, if need be, of a single leader, for the public 
good (139, 237). « 

Marx and Engels, ou Dr. Mautner’s own showing, had cer- 
tainly dropped seeds from which this grain might grow (see, e.g., 
145, 147). But they are far from Lenin and Trotsky. Tho 
diatribes of the two Germans against the State were against the 
State as they thought it had alw^ays been, namely, an instrument 
for the suppression of one class by another (149). The State of 
the proletariat is not this kind of State except at first, to put 
down the oppre.ssor (153). It remains endowed with the other 
functions by which the present State serves the community, 
and of which even Lenin avails himself. Whether this 
form of State, too, will “die off” of itself remains to be seen. 
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It shows no signs of it in Russia, where the governing power 
remains, and remains centralised. Lenin may profess to cherish 
the old eighteenth-century idea of a “ simple form of society with- 
out government.** The coming of peace will test his willingness 
to realise it. At present he rules by force. He ridiculed the 
Anarchists for disclaiming all authority when they were meaning 
all the time to carry out a revolution by force, “surely the most 
emphatic kind of authority in the world** (136). 

The characteristic features of Bolshevism, as laid down in 
Lenin’s book, include government by terror, which Marx had 
condemned in express terms (155). They include violence and 
force as a means of propaganda, and this is disclaimed by Engels 
in a strong passage of the Principles of Communism quoted by 
our author (157). The mature view of Marx and Engels contem- 
plated a gradual victory of a growing majority, never of a minority 
(197, 198, c/. 175). It involved that the revolution must come in 
every country when the industrial conditions made it unavoidable, 
and this meant when “Capitalism** had reached its full develop- 
ment. They ridiculed the idea that it could be hastened by a 
sudden blow, and they favoured the use of the franchise and Par- 
liamentary action in countries living under a free Government 
(184, 186). 

It may be remembered that in the ’seventies the Russian 
followers of Marx found the rule of full development an embarrass- 
ment. The friends of the peasantry in dispute with the 
“Capitalists’* had the supfx)sed rule thrown in their faces, and 
were told they were, by their leader’s own principles, murmuring 
against necessity ; accordingly, they asked Marx himself whether 
Russia fell under the rule or no. The abolition of serfdopi had 
led to something like a rural proletariat, which might be enough 
to qualify Russia for the Revolution. Marx replied that his 
generalisation was only for the Western nations.^ The incident 
is not discussed by Dr. Mautner. His own answer would prob- 
ably have been the statistics given in his book (38 seq. ; cf. 208, 
224, 229); the expansion of Russia’s factory and metal indus- 
try, with large capital and on an increasingly great scale, was 
unexampled, under the shelter of a stiff tariff. The numbers 
employed in 1912 reached nearly 3,000,000, as against 300,000 
in 1850. The figure given for 1917 is nearly 2,250,000, in spite 
of the war. European Russia had already passed the initial stage 
of an industrial system similar to that of England and Germany. 
The figure is not great out of a population of 119,000,000, and 

' See Bgonouxo Journal, June, 1897, p. 316, and the artioleof Prof. Lena there 
mentioned. Loria calls the answer downright senility. 
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the peasants are still an overwhelming majority, only held to 
Bolshevism by concessions, having no desire to “pool ” their land, 
now that they have got it. Dr. Mautner touches this point per- 
haps too slightly (35, 36). But he has much ground to cover, and 
he has covered it well. He has richly provided us with references 
to recent writings. The activity of the German printing press in 
the matter of books and pamphlets is surprising. Dr. Mautner had 
to wait his turn (Preface, xi), and his book appeared a year after 
completion. Publishers have been even issuing translations of 
Six}nce, Godwin, Hall, Ogilvie, Gray, Bray, Hodgskin, to all of 
whom Marx was more or less indebted. 

There is a clear and rapid sketch of the successive revolu- 
tionary movements in Eussia from the beginning of last century, 
as well as of the Trade Unions and strikes (46 seq,, 71 seq,). The 
author has Lenin’s authority for explaining the name Bolshevist 
(Maximalist) as simply used for the “majority** in the voting of 
a particular Congress held in Brussels and London in 1903. 
Lenin himself thinks the word ridiculous ; but with its suggestion 
of greater and less it has been felt to express the extreme posi- 
tion not ineptly ; the minority on that occasion were apparently 
Social Democrats, who were content to take a little at a time, 
against opponents who would have all or nothing, and usually 
had the latter (121, cf, 69, 93). 

In the book there are some bursts of feeling that might have 
been spared. But there is not enough of this aberration to dis- 
turb the dignity of discussion ; and the final w’ords, wrritten on 
the day of the Peace, June 28th, 1919, are in good taste, and 
may find sympathy even in the countries wdiich (as the author 
thinks) have dealt somewhat hardly with his own country. 

J. Bonar 


Die Wirtscliaftspolitischen Probleme der Proletarischen Diktatur. 
Von Du. Eugen Varga, University Professor, late People’s 
Commissary and President of the Supreme Economic Council 
of the Hungarian Soviet Eepublic. (Wien : “ Neue Erde.’*) 

Most of the books published about the Bolshevist problem 
deal with this interesting question from a political point of view. 
Its economic aspects are usually settled by a few commonplaces. 
Therefore, the value of the recently published book of Dr. Eugen 
Varga cannot be over-estimated. No one is better qualified than 
he to deal with the economic problems of Bolshevism. As 
financial editor of the Hungarian Social Democratic newspaper 
N&pszava for many years, he trained himself up to be one of the 
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most competent Marxists of the day. To his theoretical know- 
ledge he added practical experience during the four months’ period 
of Hitngarian Soviet regime, in his capacity as President of the 
Supreme Economic Council of the Soviet Eepublic. He was 
indeed one of the very few sympathetic leaders of the Hungarian 
Bolshevist movement, because of his energetic fight against cor- 
ruption, and of the sincerity with which he always revealed the 
weak points of the Soviet system. 

His book rises pre-eminently above the average level of 
Bolshevist literature, on account of its almost impartial sincerity 
as to the causes of the economic failure of Hungarian Bolshevism. 

The starting point of the investigations of ]!)r. Varga is the 
present unfavourable economic situation of Capitalist Europe. 
He points out that the proletariat of all belligerent countries came 
out of the war with a strengthened social self-consciousness, and 
demands, more energetically than ever, the improvement of its 
material and moral standard. This is a demand w'hich, in his 
opinion, Capitalism cannot possibly satisfy. It can allow higher 
and higher money wages, but not higher real wages, for this 
could only be obtained by a considerable increase of production. 
If Capital were to renounce its profit, in order to be able to 
satisfy the demands of workmen for higher money wages, then 
there could not be any accumulation. Without accumulation 
there is no hope for the increase of production. Without the 
increase of production, the increase of the standard of life of the 
workmen is impossible. If, on the other hand, Capital refuses 
the demands of workmen, it will find itself face to face with the 
violent resistance of the proletariat. These are the outlines of the 
present crisis of Capitalism. 

This chain of inference is by no means unassailable. How’- 
ever, let us suppose it to be right and let us aw^ait the author’s 
proposal of a system which shall be free from the above-mentioned 
drawbacks of the capitalist system. For, of course, the system 
W'hich we propose must not possess the same draw’backs as the 
system w^c oppose ! Therefore the reader may rightly expect from 
Dr. Varga, after his introduction, the explanation of a system 
which renders possible the increase of production and the im- 
provement of the living standard of the working class. 

But the reader will deceive himself in this expectation. The 
author recognises with a praisewwthy sincerity that production as 
well as the workmen’s living standard will considerably decrease 
in the first period of the proletarian dictatorship. Pie gives us no 
tjstimates as to how long he supposes this “ first period to last. 
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At any rate it may last a good number of years, perhaps decades. 
Will the crisis of Capitalism last longer than this period? We 
have no reason to suppose it will. Will the sufferings of 
humanity be less grave in the system supported by the author 
than in the present system? The author himself gives to this 
question a negative answer. 

It remains for us to suppose that the workmen are, perhaps, 
more inclined to suffer shortage in a Bolshevist State than 
in a Capitalist State. Dr. Varga encourages us to suppose so 
at the beginning of his work by stating : “ The dissatisfied pro- 
letariat shows no inclination to renounce its attack against Capi- 
talism and its demand for an immediate improvement of its 
situation, in exchange for a rather uncertain hope that later on It 
will receive— within the limits of ‘ Capitalist slavery *— a some- 
what better lot.” However, a most embittered outbreak of the 
late People’s Commissary against the Hungarian industrial pro- 
letariat, because of their disinclination to suffer shortage in the 
“first period of dictator.shi]>,“ renders impossible this Rup|X)aition 
also. Thus, the fundamental thought of the work of Dr. Varga 
obviously cannot bear criticism from a logical standpoint, since it 
infers from two negative premises an affirmative conclusion. 

In spite of this, it is an interesting work, for it gives an 
account of the details of the putting into practice of the Bolshevist 
economic theory. 

The greater part of the book deals with the embittered fight 
that takes place between the Soviet Governments and the agri- 
cultural population. There has alw^ays existed a certain natural 
controversy between village and town ; but it was never so sharf> 
as under Bolshevist rule. The industrial production of the town 
is paralysed by the decrease of wwking discipline and oj th(^ 
intensity of labour, caused by Bolshevism. Dr. Varga rightly 
remarks that in a Soviet State the output of Socialised under- 
takings tends to decrease to the level of the worst-managed busi- 
ness. Thus the town is unable to give a real equivalent to the 
villages for their agricultural products. On the other hand, the 
village is not inclined to credit the town by accepting its paper 
money as a temporary equivalent. This is the main source of all 
difficulties of the alimentation of towns in a Soviet Republic. 
Dr. Varga recognises that in countries the home production of 
wTiich cannot satisfy their needs in foodstuffs, the alimentation 
problem of the Soviet Government would be still more difficult. 

A most interesting chapter is that which deals with the public 
finances of the Soviet Government. Dr. Varga recognises that 
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the unproductive expenses of a Soviet State are at the beginning 
of the proletarian dictatorship much higher than those of the 
Capitalist State. An important and interesting confession of the 
author is that the workmen cannot get the whole equivalent of 
their work in a Communist State ; a considerable part of it must 
be yielded up in favour of those who do not take a direct part in 
production and of those who are unable to do any work. Thus, 
the Social products cannot be sold at net cost ; they must allow 
a margin for the maintenance of the above classes, and, besides 
that, a margin for the purpose of accumulation “which is in 
a Proletarian State still more urgently needed than in a 
Capitalist one.” This sincere assertion sounds rather surprising 
from a Bolshevist leader, and is a sufficient refutation of the 
demagogic arguments of less sincere Bolshevist loaders, who allege 
the entire cessation of exploitation of workmen in a Communist 
State. . Paul Einzki 

The licvical of Marxism. By J. Siiihld nJicholson, Sc.D., 
LL.])., Professor of Political Economy in the University of 
Edinburgh. (London : Murray. 1920. Pp. 145.) 

Karl Marx. By Achille Lohta. Authorised translation from 
the Italian with a foreword by Eden and Cedar Paul. 
(Ijondon : Allen and Unwin. 19*20. Pp. 92.) 

We have much s\ inpalhy with those who hold that the theories 
of Marx are beneath the notice of a scientific writer. However, 
the refutation of prevailing fallacies has always been recognised 
as part of the ecouoinisUs province. It is indeed a iieculiarity 
of our science that its investigations generally start from a |X)int 
which is, so to speak, behind the zero of ignorance. It is neces- 
sary to escape from error before reaching positive truth : 
‘‘ Sapientia prima stnltitid caruisse.” Accordingly, gratitude is 
due to Professor Nicholson for having performed the heavy task 
of re-examining Das Kapital and other writings of Marx. The 
judgment which many of us have been content to base on samples 
of this literature is now confirmed by a more thorough examina- 
tion. Professor Nicholson entered on the task prepared to find, 
as in the writings of Bobert Owen and many other Socialists, 
some ideas* that might be of service under present conditions. 
“But the more I read of Marx,” reports the critic, “the more 
hopeless and depressing was the effect.” “The theory of value 
as expounded by Marx, instead of being an advance, is a retro- 
gression.” He neglected the influence of Demand which con- 
temporary economists were bringing into light. Another novelty 
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which the same writers favoured, the use of mathematical con- 
ceptions in economics, might seem at first sight to have been 
adopted by Marx. But we agree with Professor Nicholson in 
thinking that the mathematical apparatus in Dajt Kapital “is on 
a par with the maps and charts and ciphers put into the novels 
about the treasures hidden by pirates. The algebra of Marx 
compared with the algebra of Cournot ... is as the charts of the 
pirate romance compared with the charts of the Admiralty.” 
Professor Nicholson’s searching criticism of Marx’s theories on 
wages, profits and the accumulation of capital fully justifies hit* 
verdict that “what was original in Marx was wrong.” No less 
searching and severe criticism is bestowed on the writings of 
Marx’s most important disciple, Lenin. The divergence between 
Lenin and other disciples in their interpretations of the master’s 
teaching is strikingly exhibited. It should seem that even the 
humble merit of consistency was wanting to Marx. 

Any shred of authority that Professor Nicholson may have 
left to the author of Das Kapital disappears in Professor Loria’s 
treatment of the subject. With respect to two leading tenets of 
the Marxian system, Professor Loria thus expresses himself : 
“Marx’s thesis of the progressive concentration of wealth into the 
hands of an ever-<linunishing number of owners . . . has not been 
confirmed. It has indeed been confuted by the most authoritative 
statistics collected since the jniblication of the hook.” As for the 
theory of siirplu.s value stated in the first volume of Das KapitaL 
it is “peremptorily refuted or is rcduciMl to absurdity.” It wa.s 
announced by Engels, and it was confidently anticipated by faith- 
ful Marxists, that the explanation of the enigma, left unsolved 
in the first volume, would be found in the long-expected third 
volume. But of the explanation there offered Professor Loria 
ob.scrves : “It soon becomes apparent that this sf)-callcd solution 
is little more than a play upon words, or, better expressed, little 
more than a solemn mystification. . . . Thus, far from effecting 
the salvation of the then threatened doctrine, this alleged solution 
administers a dc^athblow and implies the categorical negation 
of what it profe.sse.s to supix)rt. For what meaning can there 
possibly be in this reduction of value to labour, the doctrine 
dogmatically affirmed in the first volume, to one who already 
knows that the author is Iiiraself calmly prepared to* jettison it? 
. . . His fundamental economic theory is essentially vitiated and 
sophistical.” If we knew nothing about Marx but what we are 
here told, we should infer that he failed in two prime tests of 
scientific worth, prediction of the unknown and explanation of 
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the known. The serenity of the scientific character was not 
among his qualities. Thus, of “the savage booklet entitled Herr 
Vogt'* we read : “The style of this polemic writing is intolerably 
vulgar.” A character “naturally acerb” became, under the 
pressure of adversity, “far from amiable.” “Mingled sentiments 
of grief and anger fill our minds when in Marx’s private letters 
to Engels we trace the manifestation of this harshness, w’hich 
left him unmoved by the misfortunes of his dearest friends, which 
led him to make any use he could of those friends and then to 
overwhelm them with reproaches and accusations, which showed 
itself (and this is the worst of all) in a jealous hatred of comrades 
less unfortunate than himself.” Particularly deplorable was his 
ungrateful conduct towards Lassalle, who had shown him great 
kindness, assisting him financially and in other ways. This 
adverse testimony obtains additional weight when it is observed 
that the witness is an enthusiastic admirer of the man whose 
defects ho candidly admits. The countervailing merits attributed 
to Mane arc extolled in encomiums of almost lyrical profusion, 
the beauty of which has been preserved by the translators as well 
as the English language permits. Das Kapital is described as 
“the marvellous work wdiich, whatever judgment we may feel 
it necessary to pass upon the value of the doctrines it enunciates, 
will remain for all time one of the loftiest summits ever climbed 
by human thought, one of the imperishable monuments of the 
creative powers of the human mind. . . . The most austere 
criticism must bow' reverently before such gigantic mental attain- 
ments as have few counterparts in the history of scientific 
thought.” Space fails us to tran.smbe all the eloquent eulogies 
of tlie “sage” and “martyr” “who struggled and suffered and 
died for the Supreme Pederaption.” 

It is a psychological question, of some practical importance, 
how the same mind could liold at the same time with respeert to 
the same person judgments so different as those w’hicli we have 
cited. The contradictory utterances recall the character of 
Dipsychus as described by the \x)et Clough. The history of 
religious rationalism presents few’ such examples of fervid faith 
combined with critical reason. The nearest parallels are perhaps 
to be found among the worshipi)ers at the shrine of Marx. Thus 
Professor Sombart, along with profuse eulogy of Marx, makes the 
admission that be contributed nothing to the technique of the 
science (c/. Economic Journal, XIX., p. 239). The importance 
of Marx’s theories is, indeed, as Professor Nicholson shows, wholly 
emotional F. Y. Edgbw^orth 
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The Limits of Socialism, By O. Fred. Boucke. (New York : 

The Macmillan Co. 1920. Pp. 269.) 

Guild Socialism. By G. C. Field, M.A., B.Sc. (London: 

Wells Gardner, Darton and Co., Ltd. Pp. xiv+158. 65.) 

Professor Boucke sets out to examine Socialism as a prac- 
tical scheme, and to determine how far its claims to supersede our 
existing order are justified. The path to progress is admittedly 
through plenty : can Socialism increase the goods which it pro- 
poses to distribute with so generous a hand? Obviously it cannot 
produce natural resources; it must therefore show its w’orth by 
improved methods of using them. 

Professor Boucke has drawn up an interesting table, the con- 
clusion from which— if we admit all his assumptions — is that by 
abolishing the leisured class, and absorbing into industrial work 
all married women under sixty, we may get a 14 per cent, to 
16 per cent, increase in material goods. This is the possible 
maximum. We could obtain a further gain by eliminating 
luxuries, the production of which at present occupies nearly two- 
fifths of the workers of the United States. On every point at 
issue Professor Boucke gives Socialism the benefit of the doubt, 
which is permissible, since he is only concerned to show the 
utmost that it could be expected, under the most favourable con- 
ditions, to achieve. He concludes that the new order will cer- 
tainly diminish pain and anxiety, but will probably not add 
greatly to happiness, since most of our troubles come from within. 
He sees no ground for believing that either popular rule or female 
suffrage will put an end to wars, but insists that Socialism cannot 
logically stop at national boundaries. 

Two fundamental questions for which an answer must be 
found, receive very little attention from Professor Bouckrt He 
makes no attempt to meet the objection that Socialism offers no 
inducement to men of brains and entcr])rise, except by the retort 
that the majority of workers lack that supposedly necessary incen- 
tive anyhow, and that many hundreds of thousands have for years 
worked for salaries and done their best. He is optimistic enough 
to add that too much stress is laid on mere monetary gain, and 
that habit, energy, and pride in achievement count more in the 
aggregate than the lust for profits. He admits the necessity of 
differences in remuneration according to skill and capacity, but 
states that : “Distribution according to need will, if necessary, 
take the place of distribution according to number of hours at 
work.” Along this thorny path he does not, however, adventure 
further, except to admit that just where personal welfare and 
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social efficiency conflict it will not always be easy to determine. 
The main questions, therefore, remain unanswered. 

Mr. Field’s critical examination of “Guild Socialism” is 
thoroughly practical and concrete, and one can only regret that 
he has limited himself to so short a treatist;. Guild Socialists 
are apt to live in the clouds ; their language is not measured, and 
their ideas are sometimes confused. They drug themselves with 
phrases such as “wage-slavery,” “labour as a commodity,” “pro- 
duction for use, not profit.” To these failings Mr. Field shows 
scant mercy, and the phrases w'hich form so large a part of the 
Guild Socialist’s stock-in-trade, are analysed with ruthless logic 
and deprived of much of their sting. According to Mr. Field, 
the main w’eaknesses of the Guild system are : (1) That it ignores 
altogether the services of the capitalist employer to production; 
(2) that it provides the wwker with no adequate incentive to 
effort ; and (3) that it risks the establishment of a tyranny of the 
producer over the consumer, more hopeless than any we have 
yet experienced. The question whether the employer earns his 
profit is a very big one, which ought to be argued dispassionately 
and with knowledge of industry : the Guild Socialist settles it 
all beforehand. His assumption that all workers will naturally 
do their best under the Guild system is equally arbitrary, and 
the question whether the Guilds may not be tempted to use their 
j;)ow'er to exploit the consumer drives him almost to frenzy. His 
reply to the charge is generally more lofty in tone than convincing 
in substance. For instance : “The abolition of the wage system 
involves a spiritual revolution, and the Guilds cannot fail to be 
worked in the spirit they desire.” On this kind of rhetoric Mr. 
Field’s arguments fall like a douche of cold water. He makes a 
good case for tlie view that the Guilds are not likely to encourage 
initiative, originality, and enterprise. All new inventions and 
suggestions w'ould have to pass through the bottle-neck of the 
Central Guild organisation, which w’ould certainly refuse most of 
them. The large and economically powerful Guilds would almost 
certainly succumb to the temptation to exploit the consumer, 
since “human beings have an almost infinite capacity for per- 
suading themselves that what their own interest demands is really 
dictated by common justice, or is even in the ‘ highest’ interest 
of the other party,” 

The writer devotes considerable space to the criticism of Mr. 
G. D. H. Cole’s theory of the State, and argues that we must 
have some one sovereign form of association to co-ordinate the 
activities of Mr. Cole’s various independent associations. For, in 
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the first place, these are not watertight, but are liable to overlap, 
clash and conflict; and, which is more important, if there is not 
one organisation admitted as supreme, some one or other, origin- 
ally constructed for a different purpose, will arrogate to itself the 
right, and usurp the position. 

Perhaps the least convincing )X)rtion of the book is Mr. Field’s 
discussion on Industrial Democracy. The comparison which he 
draws between political and industrial democracy is both interest- 
ing and sound, but when he argues that the latter would not 
broaden the worker’s outlook or widen his syrn])athies beyond the 
limit of trade or profession ; that it would, on the contrary, cramp 
and narrow his mental outlook and limit his sympathies, wo 
cannot agree with him. His treatment of the whoh' question of 
self-government in industry is somewhat lacking in sympathy, and 
makes it probable that any Guild Socialists who could bring them- 
selves to read this lucid and closely-reasoned criticism of their 
system, would immediately reject it as having missed tin* soul 
and spirit of their philosophy. 

H. Kkvnaro 


The Principles of Sociology. By Edw.ard Alswouth Boss, 
Ph.D., LL.I). (New York : The Century Co. 1920. Pp. 
xviii + 708.) 

The object of this book is not only to attain knowledge, but 
to guide conduct ; not only to discover the laws that govern social 
relations, but to show where improvements can be effected. The 
work is very comprehensive, and leaves practically no corner of 
the field unexplored, the writer combining description of his- 
torical fact with ]>sychological analysis of human instii^ct and 
motives. He examines first social forces, then the processes in 
which these manifest themselves, and the resultant products. 
Lastly he deduces sociological principles for the guidance of 
policy. This method necessarily involves .some repetition, since 
the sins and the virtues, the motives and conduct which were 
investigated in the discus.'sion of social processes, reappear in the 
consideration of products, and can hardly be loft out when the 
writer comes to ])rinciples. The interest of tlu' questions raised, 
however, and the lucidity and acuteness with which they are 
discussed, carry the reader along through the enormous mass 
of detail. 

After making allowance for differences due to climate, geo- 
graphical environment, and race psyche, Professor Ross comes 
back to elementary human instincts as fundamental sijciological 
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tacts. Ho lays most stress on the instinct of domination — the 
domination of men over women, of fighters over workers, of rich 
over poor, and the instinct of exploitation, which is the leading 
purpose of domination. The motives at work are subjected to 
searching analysis, and the theories so often invoked in their 
defence are ruthlessly exposed. The chapter on the rise of gross 
inequalities is less convincing. “The dominant class,** says Pro- 
fessor Ross, “always propagates the idea that social distinctions 
have originated in differences of personal capacity and virtue.** 
This, like the rest of liis indictments of privilege, can hardly be 
disputed. But when he maintains that “the ups and downs of 
Fortune which happen all about us in consequence of individual 
differences in ability, enterprise, character, or diligence, shed 
little light on the origin of fixed classes,** it is not so easy to 
agree with him. His own description of the founders of a 
leisured class could be hiterpreted as evidence in favour of the 
very point at issue. The early warriors who first protected, then 
exploited, the tillers of the soil; the serf who was the first to 
run away and eventually became lord ovei* his old companions; 
the adventurous Australian sheepman who got ahead of Grovern- 
ment surveys; the land-grabber in every corner of the globe — 
these, according to Professor Ross, laid the foundations of a 
leisured class, and they possessed precisely those qualities of 
superior ability, enterprise, and character, though it might be 
but the enterprise to exploit and rob, and the ability to get in 
first. 

The writer can offer no panacea for the class struggle. Various 
factors have served in the past to mitigate the conflict. A huge 
exploited class may be kept inert by the opix)rtunities for climb- 
ing out of it which deprive it of its natural leaders. The breadth 
of economic opportunity retarded the appearance of the Labour 
movement in the United States. But when “free land’* came 
to an end, and the working man’s opportunity of becoming a 
capitalist disappeared, the class struggle emerged. The modem 
social problem, Professor Ross considers, has been created neither 
by labour agitators nor by capitalist greed; it arose inevitably 
out of the development of machine industry, and there is no sign 
at present of any real solution of these problems. 

The sociological principles w^hich the writer finally commends 
to the attention of social students and reformers are the prin- 
ciples of anticipation, of individualisation, and of balance. In 
every detail of life we anticipate— policy must be shaped, there- 
fore,, to produce results by anticipating these anticipations. Thus 
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the law of Workmen’s Compensation is beneficial, not so much 
because it indemnifies the employee who is actually injured, 
as because it induces employers to adopt safety devices. Econo- 
mists have learnt that where wealth is not safe from depredation, 
presently no wealth will be produced. It is a commonplace that 
indiscriminate charity calls into existence more poverty than it 
relieves. 

The principle of individualisation is a necessary corrective 
to the tendency for dealing with mankind as a crowd. We suffer 
from too much machinery — from the governmental machine, the 
ecclesiastical, the military, and the educational machine. We 
are inclined to lump together all manual workers, all the poor, 
all the law-breakers. But human diversity is endless, and we 
neglect it at our peril. 

Again, society must be on its guard against the “Simulator.” 
Among these the writer gives the palm to the class of commercial 
evildoers, w^hich is probably the most numerous, but the profes- 
sionalising of something which ought not to be done for payment 
is more -serious because more elusive. The professional mendi- 
cant, athlete, expert witness, the worldly cleric who uses the 
pulpit as a means of getting on, the labour leader whose only 
care is to keep his job, the professional agitator, the professional 
politician, and, above all, the agent provocateur, are plague spots 
which society should at all costs aim at stamping out. 

We must conclude that no one element in society ought to 
be allowed to preponderate, since each is necessarily biased by 
its distinctive work and mode of living. The writer once again 
recapitulates the forces which have always been allowed undue 
sway : masculine ascendancy and its inevitable concomitant — 
militarism; clericalism, with its tendency to crush initiative and 
keep the intellect in leading strings; commercialism, wifti its 
callous blindness to everything but profit. The follies and 
futilities of the leisured classes receive their final measure of 
condemnation. All the elements must be duly balanced. “In 
the guidance of Society each social element should share accord- 
ing to the intelligence and public spirit of its members, and none 
should dominate.” H. Beynard 


Labour's Challenge to the Social Order. By John Graham 
Brooks. (New York : The Macmillan Co. 1920. Pp. 441. 
158.) 

“If war comes between Capital and Labour, how shall you 
take sides? ” This question was asked of the writer in 1894, and 
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in his opinion no rational answer was then possible. In this 
volume he attempts to give a reasoned reply. 

At the outset he admits that Labour has as much right as 
any other portion of the community to get whatever it can. 
Everyone wants more money, more happiness. Labour wants 
it all, and at once. This impatient urgency may be an embarrass- 
ment, but we can see in it the very soul of progress. 

Mr. Brooks makes no attempt to palliate the sins of his 
countrymen on either side in the contest. He is “fully aware 
of Trade Union treacheries and improprieties.” He has an 
“ample record of them — corrupt leaders, hired thugs, despicable 
forms of violence.” On the other hand ; “There has been in the 
United States nothing dirtier or more lawless than that done 
under the dictates of capital.” 

Even to-day we find a feudal temper among employers. 
There is no doubt at all that, if it could be decided by secret 
ballot, a majority of employers would quickly make an end of 
Trade Unionism in America. The Trade Unions for their part 
are openly determined to make an end of the capitalist. They 
feel confident that they can organise production to much greater 
advantage without him. 

The writer reviews in turn the lessons of Communism. 
Socialism, Syndicalism, and the New Guild. He refers to various 
Communistic experiments, none of which succeeded, and shows 
why utopias always end in failure. They assume a degree of 
collective sobriety, forbearance, and self-mastery which does not 
exist. They assume that liberty and equality are natural part- 
ners, whereae they are in truth difficult to harmonise. But the 
rocks on which they split are the property instinct, which 
they persist in treating as accidental, and the fact that the per- 
petual close contact required by the Communistic life becomes 
in practice intolerable. 

Socialism offers a much more reasoned case against our present 
economic order, but its progress is by way of compromise and 
concessions. No experiments on a large scale have yet been 
made — Kussia is not touched upon in this volume — but such 
experience as we have of Government control is not encouraging. 
State and municipal production resemble nothing so much as 
putting a dollar into the machine and getting out 75 cents. 

Mr. Brooks can find nothing to approve of in his survey of 
Syndicalism, but a good deal in our social order to explain its 
existence. He is chiefly concerned with the aims and activities 
of the I.W.W., which he condemns for their immaturity and 
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impracticability. The assumption that the least skilled of the 
Labour mass can take over the management of industry is the 
most fantastic of utopian freak-s. Moreover, the habits deliber- 
ately cultivated by revolutionaries — insubordination, sabotage, 
breaking of contracts, would form an impossible foundation for 
the building up qI a coherent order of society. 

The New Guild — a wholesome English compromise — is far 
less destitute of some sense of economic and political solidarity. 
The Guild idea deserves the most serious attention, and ought not 
to be, as it so often is, airily dismissed as merely “interesting,” 
and “perhaps fruitful.” Nevertheless, there is a ‘good dose of 
utopia in its projx)sals, especially in the cheerful certainty that 
the Guild State will be rid of all politics, class conflicts, and 
factions. 

Mr. Brooks has no ready-made cure to offer for industrial 
evils, but his repeated plea for impartial study and sympathetic 
understanding of their causes is very impressive. He sees some 
hope in the new spirit among employers, and real encouragement 
in the co-operative movement. Welfare schemes are to be com- 
mended chiefly for their ex{)erimental and educational value. 
They help us to make the very best of the wage system, while 
we have it. Profit-sharing has possibilities it it can break down 
Labour’s suspicion. The originators of the iilea openly avowed 
that it was a bid for Labour’s allegiance against the Union. 
This the Unions can hardly be expected to forget or forgive. The 
individual worker’s suspicion may be allayed only if he sees 
from the start what he stands to get, and if he is kept informed 
of what Capital is getting. 

On the subject of co-operation the writer is really enthusiastic. 
Here we have democracy at its best. Co-operators are practical 
people with constructive aims, and they are trained in pofltical 
and industrial realities. As employers of labour and financiers 
they are up against precisely the same difficulties as the employers 
and financiers in the capitalistic world outside, and the lessons 
they learn are invaluable. They come near to solving the problem 
of output and the temporary displacement of labour by machinery. 
They are practically free from the demagogue — that curse of 
democracy. And with all their business methods and businesB 
successes, co-operators never lose sight of their ideals, or lose 
hold of that something more than business and material gains 
for which they stand. 

Apart from the co-operative movement, Mr. Brooks is not 
optimistic about Labour’s fitness to govern. It will require a 
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^rreat deal of help from the classes that have most to lose by the 
impending change, and he makes an earnest appeal to employers 
to give Labour its chance. “There is only one thing stronger 
than armies, and that is an idea whose time has come.” We must 
leave wide open the door to new thoughts and ideas, and face 
the issue, if not with optimism, at least with courage, and 
with a definite hope that honesty and good will may help us 
over the crisis which has assuredly come. 

H. Bbynard 


The Triumph of Free Trade, and other Essays and Speeches. 

By Russell Eea. (Macmillan. 19*20. Pp. 381. 15s.net.) 

This collection of speeches, though chiefly consisting of those 
concerned with the Tariff Reform controversy, covers also a 
number of other subjects, such as the coal export duty, nationalisa- 
tion of mines, corn and sugar taxes, social reform, etc. 

In an interesting introduction Mr. C. F. G. Masterman truly 
says of Russell Rea that “he indulged in no personalities and 
recriminations. He appealed to reason rather than to passion.” 
Th^ speeches are party polemics, no doubt, but of a good class, 
and the criticism of loose arguments put forward, especially of 
the pessimistic prophesyings which at first were a large part of 
the stock-in-trade of Tariff Reformers, is effective. He always 
speaks as an optimist, believing in the good qualities and good 
prospects of his country. 

When we seek for the more positive side of his arguments for 
Free Trade, we find some discussion of economic theory, but 
mainly the reiterated claim that the country flourished under 
Free Trade, that the shipping industry in particular grew great 
under that system and must be injured by anything that tended 
to restrict foreign trade. He was aware that tins kind of argu- 
ment from experience was one which could be used by both 
sides, but it lent itself best to the requirements of the platform. 
He states quite clearly his belief that Free Trade was adopted 
in this country, not because of any better understanding of 
economic theory by Englishmen, but because it so happened that 
Protection was mainly associated with dear food, and that the 
electorate would be influenced mainly by arguments (of a kind 
which were not too recondite) about the effect on particular 
industries. 

So far as regards the class of less recondite and limited argu- 
ments are concerned, one feels that the ground is likely, in the 
No. 121. — ^voL. XXXI. o 
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future, to be shifted. It will not be argued whether the pro- 
duction of pickles and jam and clothing are superior to the 
manufacture of iron and steel, etc. The difficulties of the 
thorough-going Free Trader are more likely to lie in convincing 
Labour that foreign competition is not dangerous to the elaborate 
system of standardised, and in many cases legalised, wages which 
has grown so much now in many trades which are more open 
to competition in the home market than the great trades which 
have in the past mainly provided the spokesmen of Labour. In 
the shipping trade also there may arise, more acutely than in the 
past, the question regarding the competition of foreign, and 
especially Oriental, seamen, whether British subjects or not. 

Turning to the more general arguments, which go deejier, the 
Free Trade ajx)logist may be required to go further than reiterat- 
ing the argument that imports are paid for by exports and that 
therefore competitive imports do not cause unemployment. We 
have now' a regime of paper money, and it may come to be 
perceived, more clearly than under the gold standard, that the 
important question is the terms of exchange, and that an increase 
of some imports may tend to low’cr the purchasing power of the 
pound sterling and render other imports, which we cannot do 
without, dearer. There is no trace in these speeches of any 
comprehension of this point. The author’s conception of the 
nature of tlie crucial theoretical question is expressed on page 89 : 
“Mr. J. L. Garvin says, as I have quoted already, 'it is true 
that every import must develop an export,’ but he goes on to 
say, 'The vital question is. What do you exchange for what?’ 
This is a perfectly accurate and fair statement of the point at 
which dispute arises between instructed Tariff lieformers and 
Free Traders.” Under the new' conditions the instructed Tariff 
Reformers may see that the question is not “What Mo you 
exchange for what?” but how much produce of British labour 
do you exchange for how much produce of foreign labour? To 
take a case in which the answer is not really in doubt — not a 
question of Free Trade versus Protection — suppose a foreign com- 
petitor undersells the British exporter in a neutral market. That, 
it will be agreed, is disadvantageous to us. The ordinary way of 
expressing the fact is to say that the comyxitition throws people out 
of work; and although this is not a full account of what happens, 
it is not altogether off the point. A more correct statement of 
the permanent effect is that the terms on which we obtain our 
imports are less favourable as the result of this competition. It 
causes us to have to give more produce of British labour for a 
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given produce of foreign labour. When the competition is in 
the home market the answer is not so clear either one way or 
the other, but the case cited illustrates the point that the answer 
has not been obtained merely by showing that the immediate 
unemployment is ephemeral, that sooner or later imports and 
exports are made to balance. 

The futility of arguing in terms of “employment” is illus- 
trated in the chapter on “Imports and Employment,” in which 
the author seeks to show where the Protectionist is wrong in 
contending that, if a British railway company buys an engine in 
Glasgow, there is more employment in Britain than if it bought 
the engine in Brussels. Without suggesting that the Protec- 
tionist is in any better case, it must be admitted that the author, 
in defence of Free Trade, gets himself into hopeless difficulties 
with a theory that the “imports are paid for by exports” prin- 
ciple is somehow peculiar to international trade and inapplicable 
to trade between groufw of people in the same country. For 
this the economic text-books are, perhaps, to blame, in not 
examining the subject sufficiently. He also propounds the un- 
tenable theory that the engine could not have been bought in 
Brussels unless there was an already existing demand in Belgium 
for Northampton boots (or other British produce, of course) of 
equal value at existing prices. 

The chapters on the export tax on coal and the nationalisation 
of mines may be read with profit, though it cannot be said that 
the economic theory of the export tax is worked out very far. 
The argument is to the effect that we have no monopoly, and 
that American competition in the coal trade overseas is likely 
to grow. The author does not appear to expect, in either chapter, 
that the demand for coal from all the European fields will grow 
faster than the supply. Is not that likely to be found to be 
one of the dominating economic facts of the future, resulting in 
an ever-growdng scarcity price for coal? Becent experience seems 
to suggest that American supplies are very costly and will not 
prevent European prices from running very high. Possibly the 
after-effects of the war may prove to have given a misleading 
impression of the situation, but it is to be noted that the author 
is emphatically of the opinion that we have reached the stage 
of diminishing returns in mining. Are not other European coal- 
fields in like case, or about to become so? It is rather difficult 
to believe that the more easterly situated American fields can fail 
to have the same experience soon, even if they have not actually 
reached that point. The point of interest may shift from the 

o 2 
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question of levying an export tax to that of determining who is 
to have the inevitable and growing unearned increment of scarcity 
value. C. F. Bickbrdike 


International Labour Legislation. By H. J. W. Hethriunoton. 

(Methuen. Pp. ix + 112; Appendices 79. 68.) 

The new Principal of University College, Exeter, has pro- 
duced a most useful essay on the practical beginnings of the 
International Labour Organisation, a side of the League of 
Nations which, despite considerable lack of publicity, has not 
failed to impress itself as a living eflort at constructive inter- 
nationalism. It is essentially from this constructive standpoint 
that the book is of particular value. In the opening chapter, and 
in other passages, Mr. Hetherington raises a number of questions 
that touch the root of the general problem of international labour 
legislation; these are, in general, clearly set out, but the scope 
and object of the volume does not allow of their being extensively 
explored. The bulk of it is devoted to analysing the constitu- 
tion of the International Labour Organisation and to reviewing 
in detail the first meeting of the annual International Labour Con- 
ference, held at Washington in November, 1919. The constitution 
of the Organisation was drawn up by the Commission appointed 
for that purpose by the Peace Conference, and it was eventually 
incorporated as Part XIII. of the Treaty of Versailles, and later 
in the other treaties with the ex-enemy Powers. (The English 
text is given in full as an appendix.) Members of the League of 
Nations are ipso facto members of the Labour Organisation, but 
not vice versd, for there arc the significant exceptions of Germany 
and Austria, which were both admitted to the Organisation by 
the Washington Conference, in accordance with special j)owers 
conferred ujwn it. In consequence, the greatest drawbacks which 
have been experienced from the Covenant forming part of the 
Treaty of Peace do not exist for the Labour Organisation. On 
the other hand, the fact that it is not included in the Covenant, 
and is not even mentioned in it, makes its precise relations to 
the organs of the League difficult to determine from the scanty 
and very general indications given on this point in Part XIII. 
of the Treaty. The institutions of the Labour Organisation 
comprise the Conference, the International Labour Office and the 
Governing Body, which controls the Office. Two chapters, de- 
voted to the structure and authority of the Conference, contain 
an analysis, with interesting practical examples, of the provisions 
of the Treatj^ in this respect and a survey of the fundamental 
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questions which confronted the Paris Commission. What should 
be the proportion between the three elements in the Conference, 
— the Government, the employers and the workers? How should 
the non-Govemment representatives be appointed? Should the 
Conference be a “Super-Parliament” with direct, legislative 
powers? What form of international legislation is compatible 
with the constitutions of Federal States? Of each of these 
problems there is a discriminating review, though perhaps the 
point is scarcely sufficiently emphasised that the old diplomatic 
method of dealing with international affairs has been in great 
measure thrown aside, not only by the participation of employers’ 
and w’orkers’ representatives, together equal in numbers to the 
Government representatives, but also by the recognition of the 
principle of voting by individuals, not by delegations, and of the 
binding character of a two-thirds majority of the Conference for 
draft conventions. At the same time, this binding character is, 
under existing circumstances, wisely limited to the initial obliga- 
tion on the part of each Member of the Organisation, within one 
year or, in case of exceptional circumstances, within eighteen 
months, to bring any draft conventions so carried “before the 
authority or authorities within whose competence the matter lies, 
for the enactment of legislation or other a<jtion.” The final word 
is thus left to each separate nation. Le grandi idee fanno i 
grandi popoli. E le idee non sono grandi sc non in quanto 
travalicano i loro confini. La vita nazionale c lo strumento, la 
vita internazionale e il fine.” As an estimate of the means, this 
still, in the main, holds good for us now as for Mazzini then. 
Yet, a vital change is registered both by the official international 
collaboration of Governments, employers and workers, and by 
the invaluable opportunity offered for the focussing of public 
opinion. It is sanely pointed out that publicity is the one true 
sanction for the enactments of the Conference. The Treaty lays 
down an elaborate procedure to be followed against defaulting 
Members, culminating in the employment of the “economic 
weapon,” but this, difficult and insecure in itself as it is, appears 
in so guarded and optional a form that but little utility can be 
claimed for it. On the other hand, and especially as regards 
ratification of draft conventions, the efficacy of the sanction of 
publicity depends, in part, it is true, on the force of example, but 
in the end mainly on the supporting activity of the workers’ 
organisations ; hence the possibility of the balance of the Organisa- 
tion being upset in the process of attaining tangible results, or of 
its internal collapse through impatient withdrawal of collabora- 
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tion. Mr. Hetherington raises an interesting question as to the 
balance of the three different interests represented in his con- 
sideration of the objection that the tripartite division is based 
upon a very transitional form of social organisation ; he might 
perhaps have added in this connection that current lines of argu- 
ment may lead to demur to the absence of similarly specific 
representation of the consumers. 

The Preface is dated April, 1920, so that necessarily the 
account given of the Governing Body and the International 
Labour OfiBcc is somewhat unsatisfactory, since the former was 
only elected by the Washington Conference, while the latter, 
though its formation was energetically begun by January, 1920, 
for various reasons could not take very definite shape until its 
establishment at Geneva in July. Hence only a very slight 
anticipation is given of the enormous, and rapidly growing, 
amount of work performed by, and devolving upon, these two 
bodies. In dealing with the Ijabour Office, Mr. Hetherington 
does well to lay stress on the extreme importance of thoroughly 
adequate preparation of the various items on the agenda of Con- 
ferences, if practical legislative results are to be attained; the 
experience of previous international assemblies fully justifies his 
insistence on this point, — experience which both the Washington 
and Genoa Conferences, as well as the first meeting of the 
Assembly of the League, have in various forms amply confirmed. 
In his brief account of the Governing Body the chief emphasis 
is laid on the fact that of its twenty-four members there are, at 
present while the United States has not yet adhered, only four 
who do not come from European countries — two Canadians, one 
Japanese and one Argentine. It may be supposed that degree of 
industrial organisation and experience, quite apart from difficul- 
ties of distance, will occasion in practice European predominance ; 
it requires, however, to be borne in mind that Labour is agri- 
cultural as well as industrial, and that any treatment of the 
dominating questions of credit and raw materials depends 
obviously enough mainly on the countries outside Europe. 

Mr. Hetherington was a member of the Secretariat of the 
Washington Conference, so that his six excellent chapters on its 
circumstances, procedure, course of work and decisions are 
mainly written from first-hand knowledge. The principal of the 
decisions were the six draft conventions, respectively on the 
eight-hour day and forty-eight hour week in industrial under- 
takings, on unemployment, on the employment of women before 
and after child-birth, on the employment of women during the 
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(light, on the minimum age for admission of children to industrial 
employment, and on the night work of young persons employed 
in industry. Six recommendations were also adopted dealing 
with unemployment, reciprocity of treatment of foreign workers, 
the ^se of white phosphorus in the manufacture of matches, 
anthiXx, lead-poisoning, and Government health services. A most 
useful appendix gives the English text of these draft conventions 
and recommendations. Mr. Hetherington does not confine him- 
self to i bare resume of the discussions in the Commissions and 
the Comjrence, but supplies judicious criticism and illuminating 
observatiqis on the actual working of an international body of 
indisputalle weight and importance; in particular, his remarks 
on labour Problems and Japan, China and India should be closely 
noted. Tl? closing summary includes special notice of the 
responsibiliv attaching to the Governments in their attitude to 
the Organii-.tion and to the crucial question of ratification of 
draft converions, as well as an examination of the position of 
members of he Conference as delegates or as representatives ; 
in either cast as is most justly insisted, a considerable degree 
of continuity i the versonnel of the Conference is essential, if 
sound work is be achieved and community of will truly incar- 
nated in a livin institution. The general conclusion reached is 
that “no one, pc^aps, would be disposed seriously to question the 
success of the Vir^hington Conference,” and that, although the 
Labour Organisatn inevitably reflects numerous divisions of 
opinion and must it be expected as yet to alter profoundly the 
economic and indusial fabric of the world, yet its very existence 
points with great sigficance to the reality “of a sufficient com- 
munity of will and ol^terest to make its establishment possible. 
, . . One’s great hopfor the Organisation and the League is 
that their success will las much in the inward task of focussing, 
supporting, and instrui^jg the common will and hope of men 
for justice and peace as, the sphere of outer enactment. It is 
a battle of the spirit tha^gg to be won.” As a pendant to this 
may be quoted the final w ^g of a well-informed and very favour- 
able article on the IjabouT)j.ganisation which recently appeared 
in an official German rev^ «To the International Labour 
Organisation, in addition t^tg specific task of creating a code 
of international Labour legib.|oo for the welfare of the workers, 
will fall a further task, that bringing nearer the day of recon- 
ciliation between the pcople^^f^ogo^ jjy the war.” 

B. H. Sumner 
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The Case for Nationalisation. By A. Emil Davies, L.C.C. 

(London : George Allen and Unwin, Ltd. Pp. 305. Pri^e 

2s. Gd. net.) 

Mb. Emil Davies is to be numbered among that, no cj^ubt, 
fortunate section of the community which believes there is some 
one given alteration in the structure of society which, if Ifought 
about, would solve nearly all the evils from which the bod? politic 
so manifestly suffers. For some the panacea lies in the taxation 
of land values, for others in the abolition of inheritancs of pro- 
perty, for others in the dictatorship of the proletariat, hr others 
in a new system of education, and so forth. There i; no doubt 
in Mr. Davies’ mind as to the remedy. The chief Aopes that 
the future holds are summed up for him in the ingle word 
“Nationalisation.” His book, with its copious e^fracts from 
newspapers, gives the impression that he eats, drink/and dreams 
nothing but nationalisation. A follower of Freud wnld certainly 
talk at large about a “nationalisation-complex.” mfortunately, 
Mr. Davies’ enthusiasm for the cause is so g^»t as to have 
destroyed to a large extent his critical faculty ^o weapon 
appears to him too blunt with which to assail enemy, with 
the result that, although his book contains a fe\^nnd arguments, 
it also comprises a terrible amount of loose r^soning and bad, 
prejudiced thinking. This is the greater pih^ecause, in Chap- 
ter VI. on “The Eight to Strike,” he show^nat he could have 
written a very different sort of book, and ^^at would have 
been worth reading. 

Mr. Davies professes that his book is tended as an answer 
to the attacks that are made in the Pres4“<t elsewhere against 
Nationalisation and as an up-to-date st^^ent of the case for 
Nationalisation. His method is to private enterprise 
roundly and then to assert dogmatically M Nationalisation W’ould 
afford the one and only cure for the stigmatises. 

' The work of the indu.strial syster^^^^^^^S P^ist hundred 
years, which, for all its faults, has population of this 

country to be raised from ten millio/ to forty millions, 

and which, moreover, has raised standard of living 

and comfort, is dismissed by Mr. follows ; “If we could 

have had the good side of this inr^^® which underlies private 
enterprise, without the bad, the ijF^vements and benefits it has 
brought would have been spread f whole population instead 
of being limited to the few wl/*’® either astute, fortunate or 
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well connected.’* This assumption, for which no proof is 
advanced, that the capitalist receives the whole of the advantage 
resulting from the efficient conduct of industry, recurs throughout 
the book and is the chief basis of Mr. Davies* case against private 
enterprise. 

The full weakness of the book is revealed by the arguments — 
it would be truer to say by the lack of arguments — with which 
Nationalisation is supported. Mr. Davies informs us that the 
cardinal sin of the present system is that it means production for 
profit, whereas Nationalisation would mean production for service. 
But he makes no attempt to get behind these phrases and to 
show how the system he advocates would work out as soon as 
sufficient time had elapsed for the momentum of the present 
industrial system to fall off. He appears, indeed, to regard certain 
experiences in other countries as sufficient proof of his general 
contention. In Chapter V., entitled “The Success of Com- 
munity-owned Undertakings,** the reader is told that the Common- 
wealth of Australia is successfully running a bank, that the 
Queensland Government has set up a State Insurance Office, that 
the Province of Saskatchewan is lending money to farmers, and 
so on. Under the heading “There is no limit to the beneficial 
activities of State enterprise when it has not to think exclusively 
of earning profits for a small number of people,** we are gravely 
informed that films of bird life in Saskatchewan have been secured 
by the Chief Game Guardian of the Province and a photographer 
employed by the Dominion Government, “which will be of great 
educational value.** From these examples the inference is drawn 
that similar success would attend the nationalisation of the 
industrial life of Great Britain. 

If the “case** for Nationalisation as put by Mr. Davies is 
weak, his reply to the attacks in the “Capitalist** Press is cer- 
tainly no stronger. The chief argument against Nationalisation 
of which lie appears to have heard is based on its alleged 
inefficiency and lack of enterprise, and with this Mr. Davies deals, 
though in a very unconvincing manner, but all the other factors 
of which account should be taken he completely ignores : the 
increased danger of international friction when the State is 
responsible for industrial policy ; the difficulty of price fixing ; the 
congestion of Parliamentary business; the difficulty of securing 
the training of leadership over a long period ; the attitude of State- 
controlled enterprise towards invention — especially towards the 
development of substitute products ; the effects on the aocumula- 



90 


THE ECONOMIC JOURNAL 


[MARCH 


tion of capital; to all these and other difficulties there are no 
doubt answers to be given and schemes to be devised for over- 
coming them, but Mr. Davies does not give us the benefit of his 
views on these matters. 

Mr. Davies declares that the “inefficiency, lack of enterprise 
and uneconomical working ” of existing Government management 
are due to the fact that “the higher grades [of the Civil Service] 
are the preserves of a small class, the incompetent class to which 
I have alluded, coming principally from the older Universities,” 
and that “this governing class does not wish to develop State 
enterprise that would compete with and diminish the profits of 
private undertakings owned or controlled by its own relations and 
friends.” This latter statement is made with still greater 
emphasis on p. 151, where the incompetence of “many of those 
in charge of our Government Departments” is explained as 
follows: “The reason is that they arc for the greater part 
recruited from the limited class which governs the country ; this 
class as a whole (there are, of course, exceptions) is ignorant of 
the conditions under which the mass of the people of the country 
live ; it is absolutely out of sympathy with them, and it has no 
desire that the State or Community undertakings should compete 
successfully with the privately-owned undertakings tohich they 
and members of their class own, control, and live by/* (The 
italics are Mr. Davies’.) This monstrous imputation on the 
moral code of the British Civil Service comes pingularly ill from a 
man who in the same book can devote a chapter to what is in 
the main a defence of the National Telephone service, quoting 
with approval the new schemes of development put forward by a 
Department, the present head of which is one of the most 
important business men in the North of England. 

It can be said without the smallest fear of contradiction that 
the arguments of this book would convince no intelligent person 
who was not an already enthusiastic advocate of Nationalisation. 
In its method it is unscientific in the extreme, and it can only 
be called “popular” in the worst sense of the word. Out of 300 
pages, 90 are composed entirely of extracts from newspapers, and 
similar cuttings form a large part of the remaining pages, the 
book as a whole appearing to have been largely designed to meet 
the needs of, and provide illustrations for, a type of orator with 
whom we are but too familiar. 

In fairness to the author, it should be stated that at the end 
of the book are set out, in the form of draft Bills, three schemes 
for the nationalisation of land, inland transport, and coal mines ^ 
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the intrinsic interest of which is increased by the fact that they 
have been adopted by some of the chief Labour organisations in 
the country. C. W. Gutllebaud 


The National Needs of Britain. By Alfred Hoare, M.A. 

(London : P. S. King. 1920. Pp. 32. 6d.) 

Weighty opinions on many important questions are here 
comprised within a few pages. There is no hurry about 
deflation, in the author’s judgment. We shall be lucky if we 
escape further inflation consequent on the payment of the huge 
sums that fall due in the near future. The Currency Gominittee 
did not realise the difliculties of economy. They shut their eyes 
to the irnpossihility of stopping large increase of exi)enditure : 
“The needs of housing, of a proper hospital and public health 
system, of national information, and many other vital matters.” 
The need for expenditure of this kind is connected with the 
writer’s view of the relations between Capital and Labour. He 
recognises that there is some ground for that hatred of 
“Capitalism” which is now rampant. Things have come to such 
a pass, he thinks, that we have to choose between “the old 
Individualism tempered by modification of the rights of private 
ownership, or . . . grasping the whole industrial machinery and 
ousting Individualism altogether in favour of Collectivism.” Mr. 
Hoare is disposed to leave to posterity “high-flown but imprac< 
tical schemes.” 

The “Labour Solution,” the latter of the two alternatives 
above stated, appears to him “so very much more diflScult of 
accomplishment that the other one must hold the field for prac- 
tical purposes.” But the “modification” which the other solu- 
tion involves, the improvement of distribution by large expendi- 
ture on national services, is drastic. To provide for these 
services, and at the same time meet our debts without incurring 
additional inflation, immense taxation will he required. Twelve 
or thirteen hundred millions is the lowest we can hope for, and 
it will not be surprising if this figure is considerably exceeded. 
Another urgent national need is publicity. “Auditors are em- 
ployed to see that the interests of shareholders are not being 
played tricks with by the directors; why should there not be 
official auditors to protect also the interests of workmen? ” There 
are also national needs of a less material order, vrhich we com- 
mend to the serious attention of our readers. 

F. Y. Edgeworth 
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English Public Finance from the Revolution of 1688, mth Chap- 
ters on the Bank of England, By Harvey E. Fisk. (New 
York : Bankers* Trust Company. 1920. Pp. 241. 8vo.) 
Les finances britanniques. Par Georges Lachapblle. (Paris : 
Sirey. 1920. Pp. 316. 8vo.) 

The appearance in increasing numbers of works of this kind 
will be gratifying to those who excuse their ignorance of foreign 
finance by the complacent opinion that we have nothing to learn 
of foreign countries in the matter of finance, but that they have 
everything to learn of us. As the Pharisees will not read studies 
of this character, their complacency will not be disturbed by any 
whiff of criticism w’hich may be uttered. To others of us these 
outside views offer some interest and suggestion. Above all, they 
set us thinking why our literature is so barren in the comparative 
study of financial systems. 

Mr. Fisk’s volume is intended as a work of ready reference for 
the salient facts in regard to the finances of the United Kingdom, 
fle hopes that it may contribute to a better understanding in 
America of our present financial problems. It is perhaps suflScient 
to say that it is well and carefully done and should serve its 
purpose. 

M. Lachapeile is somewhat more ambitious and less success- 
ful. He has laid under heavy contribution a few English writers, 
but has not always followed them with fidelity. In his account 
of what may be called the constitutional aspect of our financial 
system we find an «average of at least one error on every page. 
The detailed description of the income tax is, of course, already 
out of date. The historical section upon War Finance is more 
accurate, but is not well planned to scale, some sections being 
dealt with in minute detail and others neglected or inadequately 
touched upon. As a broad and general view of our finance it 
will afford the French reader a fairly good outline sketch, in spite 
of imperfections. He resurrects, with an enthusiasm which we 
cannot share, the advertisements and placards of the War Savings 
Committee exhorting us to lend money to Government and 
informing us that extravagance sheds the blood of heroes — a 
sentiment which must cause a twinge to Government itself. 

Both writers criticise the inflation, for which they hold Govern- 
ment responsible, during the war. Neither of them offers any 
concrete suggestion for our future guidance in financial pplicy. 

Henry Hiogb 
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Monetary Catastrophes of the War. Le Penpezie Monelarie 
della Guerra. By Achille Lorta. (Milan : Treves. 1920.) 

These were lectures given by Professor Loria at the Com- 
mercial University, Luigi Bocconi, Milan, in April, 1919; and 
a good deal has happened since then. The powers of the author 
are well known to us all, and what he writes, even on currency, 
is worthy of respectful reading. 

As disease leads to medical discoveries (says our author), social 
maladies like the present reveal economic laws (2). The Napo- 
leonic War led to an expansion of paper currency, but not quite 
as now, or nearly so great. The effect then was to clear out the 
reserves of banks; the late war actually swelled them beyond 
precedent (7, 8). Over-issue through cheques was less, for 
cheques were little used (25). England did not much offend 
then, but is a chief offender now (10). He gives figures for the 
present issues in the several countries of the world (34 seq.). 
Like Professor Cassel, he thinks the balance of trade does not 
tell us everything (40), nor does the mere amount of issues, but 
they are elements to bo viewed together (56 seq.). In England 
there is not (he thinks) an inconvertible paper currency, but a 
“limited convertibility,” leading to three different kinds of de- 
preciation ; (1) Of notes compared with coin ; (2) of coin com- 
pared with bullion ; (3) of bullion in the foreign money market 
(81-2). He comes near to Professor Cannan, but wull not quite 
agree to his Bicardian position,^ that “a note convertible into a 
coin which is inconvertible into gold is de facto inconvertible and 
can therefore be over-issued ” (80, but compare 74). He has 
apparently discussed the whole matter in a communication 
addressed to English economists in 1916 (70 seq.) Without 
opportunity of hearing the other side, a critic can hardly judge ; 
but from the extract given by our author it w’ould seem that 
his disagi-eement with Professor Cannan is not fundamental. He 
must be aware also that the alleged convertibility of the Treasury 
note, founded on a mere reference on the face of the note to 
the Act authorising it, is not to most holders of such a note an 
assurance of convertibility. It is otherwise with the notes of 
the Bank of England, where the promise is unequivocal. 

Most interest will probably be attached to the positive pro- 
posals for the saving of the situation, forming the subject of the 

* * ** A paper circulation not convertible into specie differs in its effect in no 

respect from a metallic currency with the law against exportation strictly 
executed.** Kicardo, Reply to Bosanquet {Works, cd. MacC., p. 327). 
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last chapter of this book (131 seq.) on “Eemedies.” False reme- 
dies include the writing down of the value of notes by legisla- 
tion, as the Convention in 1793 demonetised 600 millions of 
assignats for 100 francs on the ground that only aristocrats used 
them (132). This means national bankruptcy, and would cause 
a further fall in the paper, though (as Professor Loria mentions) 
respectable economists, like Sismondi and Baranovsky, have pro- 
posed it (132-137). He himself would like to see an annual with- 
drawal from circulation of a good-sized part, say, a tenth, of the 
paper money (140). It must not be done by a new loan, which 
is only an opportunity for fresh over-issue, nor by a capital levy 
(140, 141), but by a plan “the burden of which will fall on no 
one” (142), viz., to impose a tax payable in notes and then to 
take the notes and burn them. This would strike everyone in 
exact proportion to his wealth ; all would remain relatively in 
the same position (143). The State in Italy, no doubt, could 
procure the paper money (for the combustion) by selling the 
public lands, though the public thereby loses the use of the public 
lands, and, while there is no diminution of the general wealth, 
there is a redistribution of it (144-6). As regards the future of 
currency, instead of the ordinary gold standard system, he would 
propose that notes be issued inconvertible for domestic purposes 
and convertible into gold for those having debts abroad (146, 147), 
and he favours an inconvertible International Note, into which 
the national notes should be convertible^ (155), or even a con- 
vertible International Note under safeguards (157). 

We all want to sec the paper price of gold bullion come down 
to the Mint price. The holocaust of notes has its attractions for a 
people suffering from a plethora of paper money. Yet, to say 
nothing of the debatable fraction of reduction (a tenth being per- 
haps too much at one time), few^ Chancellors of the Excheqiiej will 
have courage to prefer a coming public advantage, involving repay- 
ment of loans in appreciated money, to the immediate fiscal advan- 
tage of the money itself in hand. The International Note is likely 
to be remoter still, perhaps one of the latest services of the League 
of Nations, appearing (let us say) after, and not before. Universal 
Free Trade. 

It is not blame to say that Professor Loria has given us 
counsels of perfection. 

J. Bonar 

^ As, in England during tho Napoleonic War, country bank-notes were 
convertible into the inconvertible notes of the Bank of England, and in Italy 
from 1866 to 1874 tho district notes were convertible into the inconvertible 
note«4 of the National Bank (155). 
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Labour and National Firuince. By Philip Snowden. (Parsons. 

4fi. 6d. net.) 

Ip the Labour Party comes into ofiice, Mr. Philip Snowden 
is the most likely man to become Chancellor of the Exchequer ; 
so his views on national finance have a particular interest. People 
who have hitherto regarded him as an extremist will be surprised 
at the moderation of liis book. Unlike most winters on finance, 
he has no belief in the “ posterity will pay ” theory of war finance ; 
he quotes Mr. Gladstone’s statement in 1853 and declares that 
it applies “with greater force and truth” to our present huge 
National Debt, — “Our debt need not at this moment have existed, 
if there had been resolution enough to submit to the income tax 
at an earlier period.” 

Six years ago Mr. Lloyd George thought it necessary “to 
gain public support for the war; and a large immediate increase 
of taxation might have had the eflect of damping the ardour of 
those who were prepared to applaud the military adventure, but 
who were unw’illing to make financial sacrifice for its support.” 
This view, if it was actually held by the Chancellor in 1914-15, 
was surely a slur on the patriotism of his countrymen : if true, 
it raises the difficult question. Should a country be deluded for 
its own benefit? A democracy ought always to face the facts; 
in any case there was no real alternative ; as Mr. Snowden sees, 
“it is a fallacy to suppose that by borrowing for war purposes 
the generation prosecuting the war is relieved from any part of 
the payment of the cost of the war.” The war must be paid for 
at the time it is being waged, as Adams said in bis Public Debts 
thirty years ago. 

Mr. Snowden is sufficiently right in saying that the w^ar has 
been paid for by the present generation in three w-ays : (1) by 
special taxation ; (2) “ by an enormous depreciation in the capital 
value ” of Government and municipal stock, debentures and other 
fixed interest-bearing securities (Mr. Snowden says “shares”); 
and (3) by the increase in prices. Consequently Mr. Snowden 
maintains that the cost of the war “could have been met without 
borrowing.” That may be true ; the question is— would people 
have stood the taxation involved? Mr. Snowden would no doubt 
reply : “If they refused, they did not deserve to win the w^ar.” 

All this seems very sound, but it cannot be reconciled with 
our author’s advocacy in later chapters of a capital levy, since, 
on his own showing, the levy has been made already. As he 
says on page 61, the timid financial policy of the Government has 
caused “the anonymous repudiation of a vast amount of debt”; 
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on the next page he adds, "the real value of Consols has fallen 
from £72 10«. in July, 1914, to £17 in June, 1920." In view 
of these quotations, it is strange that Mr. Snowden cannot see 
that there is a strong case for a levy on war fortunes, but no 
case at all for a levy on pre-war wealth, except so far as in 
certain cases (ships, coal, and wool) the owners have become 
actually better oif as the result of the war. 

Mr. Snowden quotes the absurd Memorandum of the Board 
of Inland Eevenue on "Increases of Wealth During the War," 
but he docs not, as one would expect from his earlier chapters, 
take the point that there has been no aggregate increase of wealth, 
although the then Chairman of the Board appeared unable to 
distinguish between money and wealth. The case would be 
different if one could accept the estimates of £24,000,000,000 
made by Mr. E. Cramraond and Mr. S. Arnold, M.P., but there 
is no kind of evidence to support such a figure. Mr. Snowden 
accepts the Labour Party’s theory of taxation “as a means by 
which social conditions may be ameliorated," and Mr. Asquith 
will be vexed to find himself quoted as saying, “Taxation is a 
potent instrument of reform." Most economists regard this 
as a dangerous view. Is not Mr. Snowden rather old-fashioned 
in suggesting that “an individual’s ability to pay is usually in 
proportion to the protection and benefit conferred upon him by 
the State”? Mr. Snowden borrows Mr. Hobson’s theory of 
“surplus,”^ though he docs not explain why the cost of governing 
a country should be regarded ns something to be paid out of the 
petty cash account. 

The weak point about the financial proposals of the Labour 
Party and its spokesmen is that they are always trying to free 
the wage-earner from his contribution towards the cost of govern- 
ment; if the Trade Unions demand power, they should accept 
responsibility. Mr. Snowden admits that “a claim for the total 
exemption of the working classes from taxation is indefensible," 
but it was certainly made by the miners’ witness before the Royal 
Commission on Income Tax. Mr. Snowden joins Mr. Hobson 
(and, indeed, most economists) in denouncing indirect taxation, 
though presumably he would not object to reasonable duties on 
tobacco and intoxicants. Would it not be much better, even in 
the interest of the wage-earner, to lower the point of total exemp- 
tion from income tax, say, to £100 a year for single persons 
without dependents, and use the revenue thus obtained in order 
to sweep away the duties on tea, sugar, and every article of 
ordinary consumption except tobacco, intoxicants, and petrol? 

‘ Economic Joubnax., Vol. xxix., p. 323. 
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Mr. Snowden does not deal with the effect of the war and of 
the immense increase in wages on the distribution of the national 
income between the various classes. If he were to do so, he 
would find that the w^age-earning classes are getting a much 
larger share than they had before the war. 

One is glad to sec that Mr. Snowden has perfectly sound 
views on the subject of currency. With a passing kick at Mr. 
Sidney Webb as “a false prophet,” he smites the Labour mem- 
bers of the Wigan and Sheffield Town Councils for their pro- 
posals “asking for Parliamentary powers to build houses and to 
carry out other municipal work by means of Trea.sury notes.” 
He is less orthodox on banking questions; he thinks that “the 
nationalisation of banks is a matter of the utmost urgency.” 
How would a Government official decide whether a tradesman, 
or a merchant, or a manufacturer was sound enough to have the 
advance for which he asks? Supposing the official made an 
advance which proved not to be justified, would the los» fall on 
the taxpayer, and, if so, w^hy? We have some exi>erience of 
State advances over the housing scheme, and we find, in prac- 
tice, that the thing does not work; weeks of negotiation, inspec- 
tion certificates, and so on are required. In business you want 
your advance to-day or to-morrow’, not two inontlis hence. It 
is a natural corollary that Mr. Snowden should want the Govern- 
ment to fix the Bank Hate, but, even with control of all the 
banks, how is it possible “for the State to effectively regulate the 
level of prices”? 

It is a mistake (on the same page) to imagine that “the profits 
of the insurance companies are colossal ” : an examination will 
show that their share capitals are almost dangerously small in 
comparison wdth their responsibilities. This book naturally 
challenges comparison with Mr. Hobson’s Taxatioti in the New 
State. Mr. Snowden writes with more care than does his chief 
rival for the ix)st of economic adviser to the Labour Psirty, and 
his stylo is singularly lucid, whilst his book as a whole is free 
from the exaggerations so common to the political writers of 
all parties. J. E. Allen 

Mohammedan Theories of Finaiwe. By Nicholas P. Aghnides. 
Studies in History, Economics, and Public Law, Columbia 
University. (New York ; Longmans, Green and Co. 1916. 
Pp. 640.) 

The Mohammedan law^is one of the few' subjects which it 
is still the fashion to present in the quaint and rather obscure 
No. 121,— VOL. XXXI. ^ 
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phraseology of writers who lived between the eighth and four- 
teenth centuries A.D., and it is seldom that an attempt is made 
to set forth the legal conceptions of the Mussulmans in familiar 
modern garb. Still less is any trouble taken to indicate the 
clianges and modifications that have taken place in the practical 
application of the theories of ancient legislations to modern life. 
Much confusion is, indeed, caused by want of discrimination 
between what is obsolete and what is still in force. These are 
some of the causes which lie at the root of the complaint that 
is often made by those who have anything to do with the adminis- 
tration of the Mahommedan system as to the difficulty of ascer- 
taining the rule of Mahommedan law on any given point. This 
evil is to some extent also traceable to a misunderstanding of 
the doctrine of Taqlid, which is too readily, but quite erroneously, 
assumed to mean that to every difficulty of practical life some 
theory or rule evolved by the cogitations of ancient jurists is 
necessarily applicable. That this notion is unfounded can be 
seen from the discussion of the subject in The Principles of 
Mahommedan Jurisprudence according to the Sunni Schools of 
Law. 

M. Nicholas P. Aghnides’ Mahommedan Theories of Finance ^ 
though not immune from the above criticism, is a creditable 
contribution to Studies in History, Economics, and Public Law, 
in promoting which the Columbia University is doing sugh valu- 
able work. The book shows considerable research, and the 
learned author, we note, has resorted mainly to well-known and 
authoritative sources for his information. It is to be regretted, 
however, that he has not attempted to express himself in simpler 
language and, as far as possible, in the current phraseology of 
modern lawyers. By adhering to too literal a translation of 
Arabic juristic expressions, he has often made it unnecessarily 
difficult for an ordinary reader to follow his discussions. As a 
striking example of this we may cite Chapter VIII. in Part I. 

Part I. is occupied with a sketch mostly of the topics which 
are generally dealt with by the Arab writers as appertaining to 
the science of Usui or the sources of law. The bibliography 
attached to Part I. is well arranged and accurate, but it is not 
made clear whether the author had the opportunity of consulting 
all the authorities mentioned there, for many of the more ancient 
writings are not available, at least in India, and are only familiar 
to students of Mahommedan law and theology through citations 
in the current treatises. 

Part II. deals with the main topic which furnishes the title 
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of the book — i.e., theories of Mahommedan finance. It is divided 
into two sections — “Revenue” and “Expenditure” — and con- 
sists of fourteen chapters, excluding the Preliminary Remarks and 
the Summary and Conclusions. The discussion is comprehensive 
and is based on well-known works of authority, such as Hedaya 
and its commentaries, Fatava Alamgiri, cited as Alamkirriyyal, 
Diirar, Minhaj, Mudawwanah, etc. But it would have been well 
if the learned author had pointed out, with respect to most of 
the old devices for raising public revenue and the elaborate rules 
regulating their application, that they have only an antiquarian 
interest, for in few, if any, Mahommedan countries have they 
any force at the present day. Indeed, many of these theories 
were never fully adopted by Mahommedan States even in the 
early days, and merely represent w^ell-meaning though futile 
efforts on the part of theoretical legists to guide the State by a 
code of highly ingenious and often artificial deductions from a 
few simple authoritative ordinances laid down for a more or less 
primitive condition of society. We may also remark that 
M. Aghnides could have made his book more useful for study 
or reference if he had attempted to digest the matter and 
eliminated a considerable amount of obviously useless and super- 
fluous cases which are given in the original works by way of 
illustration. 

On the whole the compilation cannot fail to be of much 
interest to those engaged in the study of the history of public 
and administrative law among different nations. The book is 
well printed on good paper. Abdur Rahim 


Per una Riforma Socialista del Diritto Successorio. By Professor 
Eugenio Rignano. (Bologna : Zanichelli. 1920. Pp. 165.) 

In this little book Professor Rignano of Milan takes up again 
the proposal, which he first made nineteen years ago in his larger 
work Di un Socialismo in Accordo colla Dottrina Economica 
Liberale. The proposal is that the taxation of inherited wealth 
should be made “progressive in time”; that is to say, that, on 
the death of any person, that part of his property which is due to 
his own saving should be taxed at a lower rate than that part 
which has already changed hands once, by inheritance or gift, and 
the latter part again at a lower rate than that which has already 
changed hands twice, and so on. Professor Rignano contends 
that such a tax would actually encourage work and saving by 
those desirous of leaving property at their death, and would also 
tend to create a less unequal distribution of income. If paid in 
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land or securities, it would have the further advantage, in his 
view, of facilitating the gradual nationalisation of land and 
capital, while not involving the State in the necessity of paying 
compensation to private owners. This proposal has been dis- 
cussed by Professor Pigou in his Wealth and Welfare and by the 
present reviewer in his Inequality of Incomes, and has been briefly 
noticed by a few other writers, but it has attracted much less 
attention than its interest and merits deserve. 

Professor Pignano’s latest book contains, first, the Italian 
version of his tw^o articles which appeared in the Economic 
Journal for September, 1919, and September, 1920; second, a 
letter addressed by him to Signor Turati, the Italian Socialist 
leader ; third, a series of opinions on the propsal by a number 
of Italian economists, of whom Professors Einaudi and Graziani 
are the most eminent, and Professor Pignano’s comments on 
these opinions; and, finally, the draft of a Bill designed to give 
legal effect to the proposal in Italy. Both the second and third 
parts of the book will be interesting to readers who start with 
some knowledge of Professor Pignano's ideas. On the whole ho 
has the better of his critics, some of wliom appear not to have 
thought very long or very clearly before hastening to attack a 
project which offended their conservative instincts. 'Fbus a 
number of criticisms hinge upon the alleged impossibility of 
following particular pieces of land or particular bundles of stocks 
and shares through a succession of changes of ownership, in order 
to determine the tax to be imposed uix)n them on the death of 
their owner for the time being. But Professor Rignano does 
not propose to attempt that which these critics allege to be 
impossible. pro])oses only to divide an inheritance for the 
purpose of differential taxation into “(piantitative,” and not into 
“ (qualitative qjortions. In other words, he proposes onk to take* 
account of the money value of the total taxable inheritance, as 
compared with the money value of those portions of it whicdi 
have already changed hands once or twice, as the case may be, 
by inheritance or gift. More serious, therefore, is Professor 
Einaudi’s argument that changes in the value of money will 
disturb the working of the s<iheme. Professor Eignano’s reply is, 
first, that in normal times these changes may be neglected, “since 
perfection is not of this world,” and, second, that these changes 
could be taken into account, if it were thought wwth while, by 
means of an index-number, presumably of capital values. The same 
reply might be made as regards changes in the rate of interest. 
Changes markedly greater than the average in particular groups 
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of capital values, strong cases of “unearned increment ” or decre- 
ment, might require further special adjustments. But this is 
a point of detail. Professor Rignano’s letter to Signor Turati 
sketches a scheme which, he thinks, should be immediately 
adopted. Existing inheritance taxes should remain unchanged, 
but two super-taxes should be added when the total inheritance 
is greater than a certain amount. The first would apply to that 
part of the property of a deceased person which had already 
changed hands once by inheritance or gift, and would absorb half 
the net inheritance after the deduction of existing taxes. The 
second would af)ply to that part which liad already changed hands 
twice, and would absorb the whole of the net inheritance after 
the deduction of existing taxes. In order to give the scheme 
an early start, it would be assuined that the property of all 
persons living at the moment when it came into operation con- 
sisted, as to two-thirds, of the results of their own saving and, 
as to one-tliird, of property which had already changed hands 
once by inheritance or gift. Payment might he made in Govern- 
ment securities, which would be cancelled on receipt ; in land, 
which w^ould be liandod over to local authorities ; or in industrial 
securities, which would bo handed over to the appro]n'iate trade 
unions and thus confer upon flic latter, so far as ordinary sliares 
were concerned, some degree of shareholders’ control. B.oth local 
authorities and tradi' unions would be recpiired to pay into the 
National Exchequer two-thinis of the rents and profits which 
accrued to them under these arrangements. 

In passing judgment on Professor Ttignano’s scheme, it is 
well to begii\ by considering, purely as a fiscal instrument, the 
type of inheritance tax proposed by him. The tlieoretical advan- 
tages of siudi a tax are great, so far as its probable effects 
on work and saving are coiieerncd. On the other hand, there 
are evidently practical difficulties in the way of its application. 
But it does not appear that these would prove insurmountable, 
if it were thought wortli while to make an* effort to surmount 
them. The desirability of using such a tax as a means of 
nationalisation is a quite separate (piestion, and obviously depends 
U|X)n one’s view as to the desirability of nationalisation, whether 
in general or in particular cases. Assuming nationalisation to be 
desirable, there is much to be said for Professor Rignano’s method 
of nationalising ; assuming it to be undesirable, there is still much 
to be said for his metliod of taxing. 

This book renews in me, so far as this country is concerned, 
two old desires. The first is for a Royal Commission, containing 



102 


THB ECONOMIO JOURNAL 


[MABOH 


a fair complement of economistB, to inquire into the whole body 
of our law relating to the inheritance of wealth. The second 
is for an English edition of at least the more important parts 
of Professor Eignano’s valuable and suggestive writings on this 
subject. Hugh Dalton 


Trattato di Ecommia, By Professor Ulisse Gobbi. (Milan : 

Societa Editricc Libraria. 1919. Pp. 653.) 

The author of this substantial and ably-written book is Pro- 
fessor at the Bocconi Commercial University at Milan. His 
apparent object has been to provide a suitable text-book for use 
in connection with a (Commerce Degree Course of the more en- 
lightened type, in which a study of general principles is illustrated 
a.nd supplemented, but not supplanted, by a detailed study of 
commercial and industrial facts. Accordingly, though he suc- 
ceeds in deploying effectively large bodies of facts, chiefly from 
Italian sources, his exposition never degenerates into mere un- 
critical narration, and never ceases to be analytical in spirit. The 
first four parts of this book, dealing respectively with the Field 
of Economics, with Elementary Economic Operations, with 
Wealth, and with Demand and Supply, occupy 260 pages. The 
first three parts are markedly preliminary, but contain much lucid 
discussion of economic concepts and definitions, A notable 
feature of this discussion is the prominence given to ideas derived 
from jurisprudence and commercial law. The almost complete 
divorce between economic and legal studies in this country is 
often a source of weakness both to economists and law-yers, and 
the advantages of a closer connection are illustrated by Professor 
Gobbi’s treatment, for example, of the idea of property (pp. 62- 
76). As regards income, I am glad to have his support ftr two 
propositions which 1 have maintained elsewhere, first, that it is 
reasonable to include in any person’s income during any period 
all inheritances and gifts received during that |)eriod (pp. 80-1), 
and, second, that periodicity is not a necessary attribute of in- 
come (pp. 85-6). On this latter point his views agree, on the 
practical side, with the recommendations of the British Income 
Tax Commissioners regarding. casual profits” and the proper 
interpretation of the phrase ” annual profits.” 

Though he does not develop it in detail. Professor Gobbi 
appears to hold a theory similar to that of Mr. Hobson on “un- 
productive surplus” (pp. 246-9). This theory is invoked in his 
discussion of the elusive ideal of “social justice” in distribution. 
“To the capitalists should be given no more than is necessary 
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to secure the formation and accumulation of capital in its varioun 
applications; all the rest should go to the workers, not in order 
to reward them justly for their work, but in order to improve 
their condition as human beings” (p. 258). But not so easily 
is the tail of justice salted. Of how much capital is the forma- 
tion and accumulation desirable? And what balance is to be 
struck between the desirability of a more equal present distribu- 
tion and a greater future accumulation ? To these questions the 
unproductive surplus theory gives no adequate answers, though 
Professor Gobbi, as distinguished from Mr. Hobson, does not 
deplore the fact that an abnormally large fraction of unpraluctivc 
surplus is liable to be saved. But, i)as6ing over these diflBcultics, 
Professor Gobbi pricks many verbal bubbles when he declares 
that “at bottom those who speak of social justice believe that it 
should come about by means of an improvement in the condition 
of the working classes, but instead of saying this straight- 
forwardly, they seek some higher principle from which this can 
be deduced as a logical consequence” (p. 258). 

Part V., which occupies considerably more than half the book, 
decals with Industrial Organisation, and is subdivided into five 
sections — Industry, Enterprise, Enterprise in Relation to Con- 
sumers, Financial Resources and Human Resources. Among the 
subjects treated at some length in the course of this part arc the 
various forms and methods of the co-operative movement, of State 
intervention in industry, of public finance, and of the remuneration 
of labour. As regards public finance. Professor Gobbi elaborates 
a fundamental principle, which is none the less sound in that 
it is seldom stated and difficult to apply to practice. “As in 
private expenditure a person distributes his consumption in such 
a. way that the marginal lira lias the same importance in wliatever 
direction it is expended, so in the systematisation of public finance 
one should aim at this result, that, in the opinion of those who 
determine public policy, the marginal lira should have the same 
importance, that is to say should be equally well expended, 
whether left in private hands or handed over to the State” 
(p. 361). In his discussion of public borrowing, as compared with 
taxation, he is a little unguarded in asserting that “in no way 
can one generation throw any burden w^hatever on to successive 
generations” (p. 380). For, in order to make this proposition 
true, the word “burden” must be interpreted narrowly. His 
summary of the class interests favourable to a w’ar-time policy, 
in which borrowing predominates over taxation, is illuminating. 
But it is doubtful whether many of those concerned reason so 
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clearly as Professor Gobbi assumes on a subject which has led 
to some differences of opinion even among trained economists. 

His comparison of various methods of wage payment is 
facilitated by an excellent diagram (p. 664). From this the con- 
clusion, to which Mr. Cole and others have already drawm atten- 
tion, leaps to the eye, that current “bonus systems “ are equivalent 
to regressive piece rates, and are thus natural objects of suspicion 
and dislike to wage-earners. Professor Gobbi defends such 
systems on the ground that they afford some guarantee to the 
operative that increased production will not lead to rate-cutting 
by employers (p. 566). But surely this is only because the 
systems themselves provide tliat the rate shall be cut automatic- 
ally. The automatic cut, moreover, differentiates against the 
more efficient worker. Another point of some interest is the 
argument (pp. 164 and 447) that the supply of new capital is very 
inelastic. Tf this he true, it may seem that current dcxdrines on 
the effects of taxation on saving, and also part of the theory of 
distribution, as dcveloiicd, for example, by Professor Pigou on the 
assumption that the demand for labour is distinctly clastic, will 
need to be reconsidered. Professor Gobbi, however, does not 
distinguish between the elasticity of supply of new capital in the 
world as a whole and of that seeking investment in a ])articular 
national area. But it is obvious that the latter elasticity will 
generally be much larger than the former. A statistical investi- 
gation into the elasticity of supply of capital might yield some 
very valuable results. Perhaps Professor Gobbi, with his rare 
combination of analytic and realistic gifts, will put his fellow- 
economists under a further obligation by undertaking such a 

Hugh JIalto.n 


The Slippery Slope. By William Amias Bailwahd," M.A. 

(John Murray. Pp. viii + 236. Price IOj. 6d.) 

Therk is no student of social history but must have sometimes 
felt keenly the waste of experience implied in the passing of the 
generations. Our fathers experiment and fail and succeed ; by 
some of their lessons wc profit, others we let slip; and it would 
seem that more often than not our children insist on beginning 
again de novo^ and repeating all the old mistakes. In our happier 
moods wc hope that this is not the whole case; that the new 
start is made at a higher level, and that it is on the whole better 
that each generation should make its own experience, with all its 
chance of failures, rather than be fettered by a past which is not 
its own. The constant appeal to living experience is the great 
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safeguard in social administrafcion ; and it is this appeal, combined 
with a ripe wisdom and wide knowledge, winch lends so great a 
value to the essays contained in the volume before us. The late 
Mr. Bailward was eminent among social workers of London for 
his long life of devotion to the help of the p(K)r : the centre of 
his work was the Board of Guardians in Bethnal Green, and 
from that it radiated in many directions ; it is said that at the 
time of his deafli he was member of thirty-five committees. He 
was able, therefore, to draw ujKjn a rich store of experience, which 
his sense of luiinour and facility of expression enabled him to 
present in a most attractive manner. ^Plic “Notes from a Work- 
house Examination Gornmittec* ” should be read by everyone who 
is inclined to regard the problem of paiijjorism as a simple one ; 
and the paper on “Democracy and Tjocal b'dections** deals with a 
question of growing imix)rtance. It contains a full analysis and 
desttription of a local election (1901) in Ijondon, and sums up 
that “there is no reality in our system of iX)pular repn^sentation 
in local government. \Vc hear the voice of political clubs and 
coteries, of churches and chapels, and of late especially the voice 
of a small but well-organised socialist party. The voice of the 
people is conspicuously silent ; about one-eighth of the electorate 
only voted, and that under great pressure. . . . The system has 
got into a rut out of which it is essc'utial that it should be 
extricated.” 

]n addition to the pa|)ers recording the author’s own ex- 
f)ericncc, there are others which treat of the history of Poor 
Relief both in ancient an<l in modern times, and others, again,, 
which describe many of our iiiimerons modern experiments w^hich 
arc not yet relegated to history. There are also criticisms of 
both tile Majority and Minority Reports of the last Poor Law 
Commission, ncitlier of whicli was wholly approved by him. 

H. Bosaxqukt 


Wealth: Its Prodnclion and Distribution, By Prof. A. W. 

KiiiKAiiOy, M.A. (^lethuen and Co. 19*20. Bp- 117. 

Price 5s. net.) 

Professor Kirkaedv aspires in this volume to explain “in 
a lucid and popular manner the fundamental facts in the pro- 
duction of wealth, and the causes which regulate its distribution.” 
In a word, he isucceeds; though (as is usual with such volumes') 
the treatment of production will probably give more satisfaction 
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to the uneconomic mind than the pages which deal with distribu- 
tion. The author very cogently points out that all the fundar 
mental problems of economics are met with at an early stage of 
human civilisation; and he believes (partly on the optimistic 
ground that “experience teaches that this is a well-ordered 
world”) that behind our economic activities, early and late, lie 
certain “natural laws.” Thus all production is controlled by a 
Law of Substitution. The law makes the producer juggle with the 
three factors of production until he effects the most satisfactory 
couibination. To each of these factors Professor Kirkaldy devotes 
one chapter, describing what it docs and how it is paid. Land 
earns rent which is the excess product traceable to superior 
quality. The author succeeds in presenting what is true in the 
theory of rent without giving it as ludicrous an appearance as 
it only too often wears in economic text-books ; though he does 
once slip (page 33) into talking of “doses” of capital and labour, 
without previous explanation of a term which offers an easy 
target for the ridicule of the “practical” man. In his chapter 
on “Labour,” Professor Kirkaldy explo<lcB the wages fund theory, 
explains that greater production is the only source of higher 
wages, and that real wages are different froiri nominal wages; 
and he has a few pagas on the Wages System and the different 
methods of remuneration exhibited by this system. He suggests 
that we may be approaching the time when the payment of labour 
will bo made in the lunif) to the unions concerned, and distributed 
by them on their own principles to individual workers. What 
the book has to say about capital may be summed up in its 
closing sentence : “The wealthy man who invests his money 
rightly benefits the whole community, and he has a right to 
expect a return for the benefits conferred.” 

There is no doubt that the book is excellent of its kind. It 
is a remarkably clear account of the simplest economic truths, 
and it is well furnished with concrete illustrations. But for all 
that it makes the reader sigh. Professor Kirkaldy is not (appar- 
ently) writing for the nursery ; but it is deplorable to think that 
anybody of years .of discretion needs to be told matters so 
elementary. J )o we really need a Law of Substitution to explain 
that you generally do a thing by the best method known to you? 

On page 77 “agreed” looks like a misprint for “argued.” 

Bakbaba Wootton 
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Economics. By James Gunnison, M.A. (London : Methuen 
and Co., Ltd. 1920. Pp. xv-f 168.) 

It is not the function of a text-book to be original. Accord- 
ingly, there is little in this book that cannot be found elsewhere. 
But that is not to say that what it contains is elsewhere as con- 
veniently put. In the note on further reading at the end of the 
volume, the author states uncompromisingly that “Marshall’s 
Principles of Economics must be read.” His own book does, in 
fact, provide a rejuiable, boiled-down version of the contents of 
that standard work. Mr. Gunnison writes of the production, 
distribution and exchange of wealth. Wealth is created by factors 
of production, known as land, labour and cjipital, of which the 
two last-mentioned are themselves products, with Malthusian 
problems and psychological problems attending their production. 
These factors are organised for the business of wealth-making 
in a variety of different forms, ranging from the one-man business 
to the Trust. When produced, wealth must be exchanged; and 
this process, Mr. Gunnison explains, takes place in accordance 
with relative values. From value we turn naturally to prices, 
and learn how these arc affected by “(a) the supply of gold, 
(b) the amount of other wealth, (c) the amount of w’ork the gold 
has to do.” Prices, however, are not only a domestic affair. 
International price-levels are bound together by the working of 
the foreign exchanges. It is a pity that the present discontents 
of money and the exchanges are dismissed in two short para- 
graphs, and those too between brackets. Mr. Gunnison leads 
us to infer that there is not much amiss with an identification 
of money and the gold standard. Students of economics must 
necessarily be nourished to a large extent on pre-w-ar treatises. 
They are apt in consequence to assume with sublime academicism 
that the conditions described in those volumes are as eternal as 
the principles predicated of them. For this reason we should be 
grateful if post-war authors would not write past history in the 
present tense. 

In his treatment of rent and of distribution in general the 
author is broadly Bicardian, though he does not ignore more 
recent contributions to the subject. He believes that the indi- 
vidualistic system of industry, which is the ultimate assumption 
of the classical theory of distribution, has a future before it ; and 
he sees confirmation of this opinion in the rapidity with which 
we are shaking the dust of war-time Socialism from our feet. 

As an extremely lucid exposition of classical economic theory, 
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this book will be a very useful addition to our shelves. We could 
liave wished, however, that a volume, which describes itself simply 
as Kcojiomics, contained a little more fact to bolster up its theory. 
The economist is rightly sensitive to the charge of unreality. 

Barbara Wootton 


Kn^Iish Political Theory. By Ivor Brown, B.A. (Methuen 
and Co. 10-20. Pp. Ill/ Price 5s. 6d. net.) 

This volume sketches the development of English political 
theory from the ecclesiastical conventional theory of the Middle 
Ages to the latest d(K*trines of “functional demc^raev.” It is 
written from the point of view of one to whom the modern terri- 
torial State is Leviathan in his most revolting fonn. One does 
not need to read very far to acquire a very definite mental picture 
of the author and liis opinions, and one need not read further 
than the first page to learn that the book is brilliantly written, 
and abounds in epigrammatic phrases to which the reader is 
constantly impelled to turn back that he may ponder their 
meaning further. While he feek the charm of media valism, the 
author rebels against Tudor nationalism ; and yet ho is tender 
towards Hobbes and oven believes that, “had we been better 
Hobbesians and taken his theory of sovereignty and his plea for 
unity to heart, there might have been no European War.” The 
great journey of thought from the Law of Nature to absolutism, 
and from absolutism back to natural rights, is vividly described. 
As might be expected, the author is bitter in his denunciation 
of Burke (but tolerant enough to admit that “as a conservative 
pamphleteer Burke’s eminence cannot be disputed ”). He is, 
more unexpectedly, loud in his admiration of Benthamisyp, for 
all its wearisome prosing. But the k(‘y to Mr. Brown’s attitude 
towards utilitarianism, as, indeed, to his attitude towards any 
political theory, lies in his firm conviction that fine phrases are 
but fine phrases, and deadly in their finery. There is no such 
thing as the welfare of the State as distinct from the yvelfare 
of Tom, Dick, and Harry. The book concludes with an appeal 
for the disruption of the State from within by greater freedom 
of association on “functional” lines, and from without by the 
spread of internationalism. 

The author’s oynnions are fashionable to-day ; but the fashion 
has not yet gone too far to be anything but a healthy reaction 
from the “tyranny of institutions” which has thrived under the 
blessing of Hegel and the idealists with their transcendental 
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chatter. Mr. Brown should, however, be careful lest in pre- 
senting these opinions he allow his gifts to be bis own undoing. 
Thus on page 3 the phrase “a thousand ‘ ares* do not make a 
single ‘ought*” is striking enough. But when it has been 
repeated (in one form or another) four times in the course of 
the book, we begin to think that all is not gold that glitters. 

On page 91 “ever” is misprinted for “never.” 

Barbara Wootton 

The Economic History of Ireland in the Eiyhtecnlh Century. 

By CiROH(’.R O’Brikn. (Dublin and London : Maunsel and 

Co. Pp. viii + i46.) 

Thr study of Irish history on the economic side appears to 
be passing into a new and more scientific phase. Up to 
recent time the treatment of economic conditions l)y Irish his- 
torians was of a superficial and unsatisfactory character. Lecky's 
failure in this respect is significant ; he liardly ever gets beyond 
the merest external sketch of the economic situation, and, where 
Taicky is found wanting, little can be expected fiom the many 
partisan writers who have discuisscd questions of industry and 
trade. ]f J. E. Cairnes had been able to complete his Frag- 
ments on Ireland, lie would have given a luminous and philo- 
sophic interpretation of Irish economic develojanent that would 
liave ranked with his Slave Fotcer and been invaluable to his- 
torians and economists. Unfortunately this was not to be. It is 
only in the present <.*('ntury that we get such an impartial study of 
one section of history as that of Miss ^furray. The establishment 
of a Faculty of (k)inmerce in the National University of Ireland 
has supplied a. c(*ntre for special research into the economic 
aspects of Irish life, and the valuable book before us is one of 
the earliest products of this .school. 

The subject of Dr. O’Brien’s work is the eighteenth century 
taken in its economic aspects. After an unnecessary a|X)logy for 
trespassing on the field occnipied by Lccky and Froiule, he give.s 
ample justification by his very careful and thorough examination 
of the economic plienomena of this troubled period. Beginning 
with the people, he passes on to the difficult and intricate prob- 
lems of the land. In natural sequence the history of trade and 
industry is examined, and this is follower! by a study of public 
finance, taken with a very wide meaning. The concluding sec- 
tion is devoted to a consideration of the political influences that 
have played so large a part in determining the course of Irish 
economic life. Though some improvement in the grouping of 
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the several topics might be suggested, the plan of arrangement 
is convenient and easily followed. Dr. O’Brien’s study of the 
available material has been very full and careful. He has gone 
over the many writings of a fugitive character in which the ques- 
tions of the day were treated and has extracted their substance 
in order to produce a clear and intelligible picture of the Ireland 
of his selected period. 

That picture is, on the whole, a melancholy one. From the 
opening of the century down to the beginning of its last quarter 
the oppressive ricjime of the penal laws and the accomj)anying 
grievances of land tenure were in operation. So were the ham- 
pering trade restrictions. A brighter time comes with the intro- 
duction of the “free-trade” gained by political action, but this 
winds up with the grave economic disturbances that accompanied 
the Rebellion of 1798. 

This section of economic history is one which so plainly belongs 
to the division of social pathology that we naturally ask the 
inquirer to give a diagnosis of the disease that has affected the 
society. Dr. O’Brien’s judgment on this issue is emphatic. After 
his review of the several aspects of Irish ec*onomy, and before pass- 
ing to the specially political forces, he tells us that : “The prin- 
cipal causes which tended to impede Irish prosperity, and to 
prevent the country from progressing along the lines of normal 
development, may be briefly summed up as follows : (1) The 
restraints on Irish trade and the consequent ruin of manufacturing 
industry ; (2) the evil land system ; (3) the penal laws ; (4) ab- 
senteeism ; and (5) the fwlitical dependence of the Irish Parlia- 
ment. These causes were not independent, but inter-related.” 

Before dealing with any of the detailed points which support 
this summary statement, we may consider whether the order 
given above indicates the relative importance of the several^cvil 
influences enumerated. It appears to us that the whole weight 
of evidence leads directly to the conclusion that the one great 
outstanding evil w^as the system of the penal laws against the 
Catholics. This, it may be noted, was the view of both Adam 
Smith and Arthur Young. The former supported a union with 
Great Britain on the ground that by it Ireland would gain not only 
freedom of trade, but “other advantages much more important,” 
viz., “deliverance from an aristocracy, founded in the most 
odious of all distinctions, those of religious and political pre- 
judices” (Wealth of Nations, II., 430). 

Young waxes eloquent on this point. “ Surely the gentlemen of 
Ireland, when they complain of restricted commerce and the 
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remittance of the rentals of the absentees to England, cannot 
be thought serious in lamenting the situation of their country 
while they continue wedded to that internal ruin which is the 
work of their own hands. Complain not of restrictions while 
you yourselves enforce the most enormous restriction ; and what 
are the body of absentees when compared with the absence of 
industry and wealth from the immense mass of two millions of 
subjects. . . . Both these evils, great and acknowledged as they 
are, are trifles when compared with the poverty and debility 
which results from the oppression of the Roman Catholics *’ {Tout 
in Ireland, II., 68). No interpretation of Irish history during 
the last two centuries can be of real value unless it takes into 
full account what Cairncs described as “ihe truly Egyptian 
tyranny under which the Irish groaned.” 

Coming in a lower rank, though very serious in its effects, 
was the system of land tenure, modelled in seeming resemblance 
to that of England, but applied under far different circumstances 
and with a very different historical background. Competent legal 
opinion has noted the absence of copyhold tenures in Ireland, 
and this of itself conveys an instructive lesson. It shows that 
there was no slow growth of custom to consolidate and adjust 
the claims of the various sections of the sigricultural community. 
The era of confiscations, as the seventeenth century has been 
called, had put the power of the landowning class in sharp con- 
trast to the helpless state of the occupiers. Reinforced by the 
penal code, the imported English land law checked the progress 
of agriculture and contributed powerfully to the lowering of the 
labourer’s efficiency, as w'cll as retarding the growth of capital 
which depends so much on an established sentiment of security. 
The harassing restrictions on trade, the alienation of the wealthier 
nobility, and the control of the Irish government in England’? 
interest are light in the balance when weighed against the penal 
laws and the land system. One great service of the book before 
us is the way in which it gives full and adequate material for 
forming a correct judgment on the many disputable points of 
this period of economic history. The detailed accounts of the 
penal statutes, of the land legislation and the commercial restiic- 
tions, while they somewhat detract from the liveliness of the 
book, increase its value to the real student. 

It is only possible to notice a few of the special matters of 
interest where the reader may hesitate in accenting the author's 
view. One is presented in the treatment of the Irish land 
tenures. Dr. O’Brien seems to us to fail to realise the unique- 
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ness — so to speak — of the Irish system. It in essence consisted 
in applying conceptions appropriate to an advanced society to one 
that had not reached much beyond the mediycval stage. The 
cottier was on the whole worse off than the villein, but his status 
was altogether different. Nothing would more serve to throw 
fresh light on the Irish agricultural economy of the century than a 
careful study of the real operation of the cottier system and its 
relations to the tenancies of more secure character. It should 
also be noted that in economic discussions a much wider 
application is given to the term “cottier,** so as to include “all 
peasant fjirmers whoso rents are doterniined by com])etition ** 
(Mill, Book IT., Chap. ix.). 

One curious omission is Iho absence of any reference to the 
system of “tenant-right” that was at least coming into being 
in Ulster. Our author’s opinion as to the difticulty of obtaining 
evidence on the origin of such a useful form of tenure would 
be very interesting. 

In his treatment of the course of trade and industry Dr. 
O’Brien has first supplied an account of tlie condition during the 
long time of restriction, and has then proceeded to show how, 
in his judgment, the estahlislummt of Parliamentary independ- 
ence produced a complete change and initiate<l a period of 
remarkable prosperity. The evidence as to ihi) progress of 
the several industries is effectively marshalled and supported by 
well-arranged tables. In some cases there may be a little 
hesitation in implicitly accepting this eheerfnl ex[:)osition. Thus 
we feel that Dr. O’Brien has given too favourable a picture of 
the growth of the cotton trade (pp. 275 77). “Tlie principal seat 
of the industry was at Belfast, wliere in the year 1800 it gave 
employment to 27,000 people. . . . In 1802 the cotton manu- 
facture supported 600,000 j>eople.** When we remembej; that 
in 1813 the population of Belfast was only 27,832 (p. 373) and 
that in 1800 th(‘ number of looms in Ireland was 20,500 (p. 277b 
wc know that a drastic revision of the. estimate is necessary. 

More important than the details of special industries is the 
general question as to the position of Ireland in relation to the 
series of changes to which Toynbee gave the serviceable, though 
in some respects misleading, title of “The Industrial Revolu- 
tion.” On this subject Dr. O’Brien takes a decided stand. In 
opposition to the view propounded by the Irish Labour leader, 
James Connolly, he maintains that the changes in industrial 
organisation and equipment that were so marked in England did 
not speedily extend to Ireland, from which it follows that the 
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growth of Irish industry was not — as Connolly argued— a result 
of the Industrial Bevolution, but was altogether due to t^e bene- 
ficent action of Grattan’s Parliament. It seems clear that on 
the particular issue of the existence of anything approaching a 
“Bevolution” in industry the answer must be, in current phrase, 
in the negative. The truth is that the Industrial Bevolution of 
Toynbee’s conception was, in the eighteenth century, confined to 
England. A reference to Levasseiir’s great work will show that 
it did not extend to France. In fact, for countries outside 
England, the nineteenth century was the time of industrial 
change. It is, moreover, tnie that the necessary conditions for 
such a movement did not exist in Ireland, either on the indus- 
trial or the agrarian side of economic life. This is one of the 
reasons for a separate treatment of Irish economic history. The 
attempts of the compilers of the manuals of English economic 
liistory to work in a chapter on Ireland are simply ludicrous. 

The section on “Public Finance,” or, as Dr. O’Brien more 
filly styles it in his Introduction, “Public Wealth,” affords much 
information on money, banking and means of transport, as well 
as on revenue and expenditure. The corai^arative freedom from 
tax burdens that Ireland enjoyed in the eighteenth century is 
clearly shown. “On the whole the Irish had little to complain 
of in the way of taxation. The injustices which distinguished 
Irish finance did not appertain to revenue, but to expenditure. 
We may invert Froude’s epigram, and say that, if the Govern- 
ment cost little, it did nothing” (p. 314). Corruption was the 
great fault of the Irish administration all through the century. 
This failing was made easier to indulge in, owing to the less- 
developed character of Irish financial organisation. 

As is only natural, the closing chapter is devoted to an account 
of the Union with Great Britain, but the author justly points out 
that in the carrying of this measure economic considerations were 
subordinate to political ones, and that tlie economic effects of 
the Union belong to the history of the next century. 

As according to an old doctrine a review^cr is bound to have 
some complaint to make, we may ask why Dr. O’Brien has not 
followed the good example set by Miss Murray and added a 
bibliography, in which Pixiock’s Tour should have found a place. 
He might even have done better by supplying an index, which 
is particularly nee<1ed in a I)ook of this* kind. There is also the 
statement that Arthur Young was “a keen and successful farmer ” 
which is hardly in keeping with what we are told of his mone- 
tary difficulties. 
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Our author claims that he “has endeavoured to treat the 
subject of this book in an impartial and detached manner, and 
has striven to describe the economic conditions of Ireland with- 
out obtruding his own opinions or prejudices; above all, he has 
sought to avoid making use of an economic study to mask a 
political diatribe*’ (p. 436). In this laudable endeavour he has, 
it can be truly said, completely succ>eeded. 

C. F. Bastablb 


Outlines of the Industrial History of Ireland, By John F. 
Burke, D.Sc. (Dublin and Belfast : Fallon Brothers, 
pp. xvi + 282.) 

This work is evidently the result of the attention now being 
given to the subject of economic history in University courses 
and to some extent in the higher classes of schools. There has 
been quite an outflow of small manuals dealing with FjUglish 
history on the social and economic side. The same feature is 
now appearing in Ireland. Such books can only be useful when 
based on the more elaborate inquiries of original investigators. 

Without the aid of the labours of Thorold Bogers, Cunning- 
ham and Ashley, the English popular manual would be almost 
impossible. Unfortunately, in Ireland this indispensable basis is 
lacking, and therefore great allowance must be made for the 
writer of such a work as the one before us. Looked at in this 
way, Mr. Burke may be regarded as having been fairly success- 
ful. In a series of chapters he traces the various phases of the 
industrial history of Ireland from the condition “under the 
Brehon Laws” to the state of things in 1850. It is obvious that 
the treatment must be a little uneven. It would take a com- 
mittee of experts in early legal and social conditions to ^praise 
the value of the summary matter given in the first chapter. In 
the same way, the twenty pages devoted to the four centuries 
succeeding the Norman invasion contain propositions that natur- 
ally give rise to question. How far, e.g.^ is it true that “from 
the thirteenth to the seventeenth centuries the industries which 
Ireland had developed under the Brehon Laws continued to 
expand”? (p. 20). A great deal of the evidence as to the con- 
dition in the fifteenth and sixteenth centuries is certainly to a 
very different pur|)ort. The dogmatic statement may admit of 
explanation and justification, but there is no room for this in a 
short handbook. 

The later chapters have a better-prepared ground, and Mr. 
Burke has managed to bring together a considerable body of facts 
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respectiDg the industry, commerce and industrial organisation 
of Ireland in the period from the Plantation of Ulster down to 
the crisis of the famine of 1846. The disturbances and confisca- 
tions of the seventeenth, the repressive measures of the eighteenth, 
and the economic changes of the earlier nineteenth century are 
sketched in some detail. One criticism to which the writer lays 
himself open is that of over-liberality in bestrewing his text with 
figures. Thus the matter contained in tlie sections on the Pro- 
vision Trade (pp. 123-5, 187-9) is hardly readable, and certainly 
impossible to remember, though it might serve the evil purpose 
of being used as a test of “memorising,” such as once did exist 
in Irish Intermediate examinations. The placing of such figures 
in suitable tables would have relieved the text and decidedly 
improved the book. 

A large number of interesting questions are raised in the 
<-ourse of the history. Such are : (1) The interpretation of the 
returns to Irish trade. Mr. Burke seems to attach undue im- 
portance to the “balance of trade ” ; but the curious discrepancies 
between the hjnglish and Irish custom-house figures are instruc- 
tive as to the dilliculty of reaching the truth. 

Again, (2) there is the ([uestion of the origin of the Irish trade 
unions about which a good deal of doubt still exists. The 
hostility of O’Connell to the demands of the unions which led 
to violent attacks on him is noted, without, how^ever, any attempt 
at interpreting the real condition. 

In any re-issue of this work the author might consider the 
advisability of further breaking up the sections and introducing 
marginal notes. Some indication of the material used in each 
chapter would also be an iinproveinont. The student, when 
beginning the reading of economic history, wants all the aid that 
he can get. C. F. Bastahle 


A Social and Industrial History of England, 1815-1918. By 
J. F. Bees, Lecturer on Economic History in Edinburgh 
University. (London ; Methuen and Co. 1920. Pp. 197. 5s,) 

The Making of Modern Englayid, By Gilbert Slater, Principal 
of Buskin College, Oxford. (London : Constable and Co. 
1919. Pp. 308. Is, 6d.) 

The main theme of both these books is economic evolution 
during the last 150 years— a subject and a period which have 
received in the past small consideration in public schools. A 
precise knowledge of the gruesome details concerning Jenkins* 
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Ear affords little consolation to the young economist when 
challenged to uphold or refute Dean Inge’s statement^ with 
regard to our present treatment at the hands of the miner and 
bricklayer, that nothing more scandalous, and nothing as 
ruinous, was ever done by the captains of industry in the days 
before the Factory Acts.” 

To answer, or to indicate answers to, questions such as this 
and so to help to fill a gap in one of the most important sections 
of our history is the object of these books. 

Mr. Bees’ ”main purpose is to provide, within as small a 
compass as possible, the historical background necessary for the 
study of modern industrial and social questions.” These words 
from his Preface are rather more modest than the somewhat 
grandiose title might lead one to expect, but they constitute an 
ambitious task for such a small compass. Economic history is 
peculiarly difficult to compress, because few, if any, of its phases 
seem to have any clearly-defined starting-point or ending ; there 
is generally some indispensable long-drawn-out preliminary leading 
up to the big change. Thus Mr. Bees devotes his first two 
chapters to a compact yet comprehensive aerial survey of events 
before 1815. If the supplementary chapter on the recent war 
be excluded, there remain but 130 small pages of large type to 
justify his title, and into this space Mr. Bees has shepherded a 
large number of facts and events — social, industrial, and even 
financial. There is little time for discussion or expansion, and 
the inevitable result is that just as the reader is getting interested 
in a point, he is hurried on to the next. This is very much to 
be regretted, as Mr. Bees is an able writer. The ground covered 
includes Factory Begulation, Trarle I'nions, Poor Law, Trade 
Policy, and Municipal Government ; their mutual relation^ are 
well shown. The effect, however, on the beginner is somewhat 
confusing, and the main value of the book to the student rests 
on the fact that it is compact and accurate and therefore suitable 
for revision purposes. 

Though published in 1919, with no hint of a previous edition, 
Mr. Slater’s book was written two years before the war. The 
date 1912 in his Preface is the only indication on the surface that 
the matter is not up to the date of publication. That is, to say 
the least of it, misleading, and should be remedied. 

With this limitation the book may be strongly recommended 
as one of the books necessary for the beginner in the study of 
economic history, and Mr. Slater has certainly earned “the most 


^ Times, Sept. 4. 1920. 
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modest degree of success ” with which he says he would be con- 
tent. He aims at setting out in simple language ** those facts 
. . . which it is most important for English men and women to 
know.” He appreciated, in 1912, that, “for the citizen, his- 
torical study . . . is an imperative duty.” How much more so 
is it to-day. 

The first six chapters cover the period up to the first Reform 
Bill. The histories of the rural and urban workers are traced 
from early times to the distress during the “Peace without a 
Parallel.” Enclosures, Poor Law, and Factory Conditions are 
very well discussed. “The Firstfruits of Reform” introduces 
another series of good chapters. Those on the Poor Law, Muni- 
cipal Reform, and Factory Legislation are excellent, as is “The 
Progress of the Industrial Revolution during the Forty Years’ 
Peace.” The sub-heading “Railway Regulation” has some 
interesting points, and “Transport and Manufacture” is worth 
reading twice. In it the revolution in transportation is stressed, 
and rightly so. The engineering industries “have given us a new 
aristocracy of labour to take the place of the hand-loom weavers ” 
(133). 

The Labour Movement from 1825 to 1866, Free Trade, Public 
Health, and Education arc worthy of the separate chapters they 
command, and the last tw^o contain material that is not to be 
found so conveniently elsewhere. “Industry and the Worker from 
1846 to 1879 ” paves the way for a very interesting and suggestive 
chapter (XX.) on the effects of American and German influence 
on British industry. One cannot help thinking of a series of 
well-written extracts from provincial guide-books when reading 
the chapter on “Municipal Life,” but that does not make the facts 
any less valuable or impressive. Few appreciate that “there 
is no city in Great Britain which has a greater variety of muni- 
cipal activities than Glasgow ” (216). Perhaps Necessity . . . 

In addition to a sketch of the Labour movement in recent 
years, the last thirty pages contain an interesting resume of pre- 
war opinion on the Industrial System, the Constitution, and 
Imperialism. There is a hint of the need for a League of Nations. 
A chronological summary and four charts on prices and popula- 
tion will be found useful. The index is inadequate in each of 
these books. The author ha-s endeavoured to keep a fair balance 
between Individualism and Collectivism, but a sympathetic 
inclination is distinctly noticeable towards the latter in several 
passages. 

For the student history consists largely in material selected 



118 


ECONOMIC JOURNAL 


[march 


judiciously and arranged in illuminating fashion. To measure the 
degree of importance which should be attached to any particular 
event — that is one of the student's chief difficulties, and one in 
which he needs most guidance. 

Perhaps, after all, Mr. Lytton Strachey is right : “The history 
of the Victorian Age will never be written ; we know too much 
about it.” J. H. Mann 

The Good Government of Glamorgan: The Case for County 
Borough Areas. By J. T. Mardy Jones. (Published by 
J. T. Mardy Jones, Pontypridd. Is. 3d.) 

This book bears upon a wider subject than its title indicates. 
A large proportion of the municipalities are finding their existing 
areas too restricted for their modern needs. The town-planning 
Acts, the national housing scheme, the supervision of dairies and 
slaughter-houses, the provision of allotments, the preservation of 
open spaces around growing towns, the control of the transport 
for those living at a distance from their work, the general expan- 
sion of towns into the country — all these factors are compelling 
municipalities to seek an extension of their boundaries. The 
difficulties created by this movement have been brought most 
prominently to public notice by the conflicts between the different 
local authorities in the West Riding. Bradford, Halifax, and 
Wakefield have proposals for extension. Leeds proposes to more 
than double its area. Sheffield proposes to almost quadruple itself, 
and incidentally to absorb the county borough of Rotherham. 
Rotherham has similar proposals of its own. For each such 
scheme by itself a strong case can be presented, but, as the recent 
action of the Ministry of Health has shown, no great prog^i^ss is 
possible until the problem presented by the administrative county 
has been answered. In the West Riding, for example, the accept- 
ance of all the proposals for the extension of county borough areas 
would diminish the rateable value of the administrative county 
by one-fourth and leave it like a sponge made up of holes. The 
question has received less general notice, but is as acute in 
Glamorganshire. There, if the proposals of the most ambitious 
advocates of extension were carried out, the administrative county 
would lose 90 per cent, of its population and consist of a number 
of isolated strips, whose only bond of union would be common 
officials. The subject is further complicated by the recrimina- 
tions between different municipalities accusing each other of 
wishing to “grab” the most valuable rating areas. Here Mr. 
Mardy Jones enters the field with a proposal both bold and simple. 
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It is that the difficulty of the administrative county should be 
solved by its disappearance. The county would be divided up 
into eight or ten county boroughs which, by an agreed scheme, 
sharing out the good as well as the poor rating areas, would absorb 
the whole of Glamorganshire. The case is argued with great 
local knowledge and embellished with attractive suggestions, such 
as that sweltering industrial municipalities like Swansea and the 
Rhondda should have their “place in the sun” on the Bristol 
Channel and include a seaside pleasure resort. Glamorganshire, 
with its divisions into clearly demarcated valleys, lends itself to 
Mr. Mardy Jones’ proposal more easily than any other county, 
and the need for smaller units of local government than county 
boroughs is less than in more rural coupties. The discussion 
which his proposal has raised will be useful for any such wider 
inquiry as the West Riding County Council requested. 

H. B. Lees-Smith 

Valuta und Finanznot in Deutschland (The Exchanges and 
Einancial Distress in Germany). By Julius Wolf. (Stutt- 
gart. 1920.) 

In this paper Professor Wolf, of the Technical High School 
at Charlottenburg, points out that in 1920 goods in Germany cost 
twelve or thirteen times as much as they did at the beginning 
of the war. Abroad the value of German currency has fallen 
still lower. As gold itself has lost approximately half its pur- 
chasing power, the price of foreign bills would thus amount to 
one-sixth or one-seventh of their original value ; actually the price 
has fallen to one-tenth. 

This depreciation of the currency is felt by different classes 
in varying degrees. While the prices of commodities in Germany 
have risen to as much as thirteen times their pre-war standard, 
workmen are receiving wages from eight to ten times only as 
high as formerly. The salaries of clerks have risen a little less, 
and officials have to be content with a still smaller rise. The 
income of the highest salaried posts has been trebled, and a great 
many writers, artists, private teachers and scholars would be 
glad of even this increase. Worst of all, however, is the position 
of those capitalists who invested their capital in bonds, mortgages, 
or analogous securities, their revenues having remained nominally 
unchanged. 

The depreciation of the currency was accompanied by a quite 
illusory industrial prosperity, large nominal profits being realised 
at the expense of real wealth. Further, the depreciation of the 
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currency often caused depression in trade in consequence of the 
inevitable fluctuations in the prices of foreign exchanges. 

According to Professor Wolf, the main causes of the deprecia- 
tion of German currency are to be found, first, in the trans- 
actions of speculators; secx)ndly, in the insatiable demand of 
Germany for foreign goods, especially foodstuffs and raw materials, 
of which she was deprived during the blockade and now needs 
more than ever; and, lastly, in so-called inflation, i.e., an un- 
scrupulous over-issue of bank-notes. Foreign loans might enable 
the German Republic to restore the equilibrium in her foreign 
trade, but the author apprehends that in a very short time her 
exports would again be unequal to her imix>rts, since it is impos- 
sible for the next few years to check or diminish inflation; 
consequently prices must rise, and accordingly i)revent commo- 
dities being easily sold abroad. Public expenditure in 1920 was 
more than three times the amount of public revenue : taxes, 
originally intended to diminish the currency, do not even cover 
an adequate part of the deficit in the Budget. 

The gigantic proportions of public expenditure arc to be 
accounted for primarily by the liquidation of a war which went 
beyond the strength of the German nation, and by the financial 
burdens of tbe Peace Treaty. The heaviest of these burdens at 
present is the compensation of the former owners of ships, goods 
and assets abroad, which were retained and confiscated by the 
Allied and Associated Powers. To this must be added the large 
sums spent on the occupation of the Ehineland, and on those of 
the Beparation claims which have already been discharged. 

The greatest obstacle to economic recovery, however, is the 
weakness of the Government. It cannot reduce its expenditure 
to the extent which its revenues demand ; in order to a>roid 
rebellion, it has to respect the wishes of the masses and officials. 
Thus the German Government has no alternative but to throw’ 
large sums of new bank-notes on the market to pay for what has 
to be paid. The author therefore comes to the conclusion that 
the price of German bills of exchange has not by any means as 
yet touched bottom. E. Schwibdland 

Die Anfdnge des meMchlichen Gemeinschaftslebens (The 

Earliest Forms of Human Society). By Dr. W. Koppees. 

(M. GJadbach. 1921. Volksverein. Pp. 192.) 

In my own Political Economy {Volkswirtschaftslehre, 2nd ed., 
Vienna, 1920, Wila) I attempted (Chap. II.) to give a short 
account of the origin and tbe primitive forms of economic life. 
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I was therefore particularly glad to find such an eminent ethno> 
logist as Dr. Koppers, the misaionary, and editor of the well- 
known review, Anthropos, dealing with “the earliest forms of 
human society in the light of modern ethnology.” Of the seven 
lectures which his book comprises, some deal with the> origin of 
economics and the first forms of property, others with primitive 
families and primitive states, others again with the beginnings 
of religion and morality as well as personal and material culture 
from an ethnological point of view. The matter of this book 
is equally historical, critical and positive, and it states, in short 
and comprehensive form, the results of the most recent researches 
of the ethnological school of Ratzel, Frobenius, Graebner, Anker- 
mann, Foy and W. Schmidt. This new, positive, historically- 
descriptive method differs profoundly from that of the philo- 
sophical sociologists, whose imagination played far too large a 
part in their work. This treatise contains, besides theoretic 
truths of considerable importance, statements of hard fact and 
information of the highest practical value. 

E. SCHWIEDLAND 


he Mai Social rt ses Remedrs (The Social Evil and its Remedies). 

By Richard Bonham. (Paris ; Socicte Mutuelle d ’Edition. 
1920. Pp. 380.) 

After making a comprehensive criticism of present-day 
civilisation, Mr. Bondam, a Dutch scholar, advocates a new 
theory of hereditary succession. In his judgment, everybody 
within a given territory should receive an equal share of money 
out of the aggregate inherited wealth of each year. This would 
constitute his |X)rtion of the sum-total of bequests. To avoid 
unfair equalisation — since with the same sum of money, owing 
to differences in the cost of living, a peasant is very much better 
off than a townsman— the author proposes a distribution over 
small districts, with about 200,000 inhabitants in each. Within 
these districts there should be equal diffusion of the given 
inheritances. At the end of each year every adult person is at 
liberty to dispose of bis total, the share of minors to remain in 
a public bank until they come of age. From the adoption of this 
system the author expects many beneficial social, economic and 
political consequences, due to the resultant equalisation of 
economic opportunities for everybody. 


E. SCHWIBDLAND 
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Dcr Nalionalismus Wcsteuropas (The Nationalism of Western 
Europe). By Waldemar Mitscherlich. (Leipzig : Hirsch- 
feld. 1920. Pp. 373.) 

Professor Mitscherlich, the present Professor of Economics 
at the University of Breslau, traces in vast outline the develop- 
ment of the phenomenon of nationalism, which is so profound 
and dominant an influence in our own time. In this work the 
author initiates a special method of sociological research : he 
rejects the theory of evolution — according to which social life 
steadily evolves, the present being an organic development of the 
past. His own theory of pluralism regards every social pheno- 
menon as something isolated and distinct in itself, arising under 
special conditions, and develox>ing along its own lines. This 
theory of a plurality suggests a fresh point of view from which 
to approach and investigate every human institution. 

In the Middle Ages the individualistic nationalist idea was 
utterly foreign to the structure and essence of society. A stage 
of early nationalism first began w^hen the structure of society and 
of the State had undergone fundamental changes. Later on the 
modern State — based on conceptions of unity and law — together 
with a growing individualism, laid the foundations of nationalism, 
which gained importance as a creative idea only towards the end 
of the eighteenth century. In the nationalistic period proper 
which followed we can trace the extension and intensification of 
nationalism in its relations to j)oIitical and economic life. In our 
own day ideas and tendencies are finally emerging which vie 
with nationalism, and which make deeper claims on States and 
nations. Beside Imperialism there is growing up a State- 
Unionism, which aims at creating coalescence between sovereign 
States which, without giving up their individuality and complete 
self-dependence, shall form a new [xilitical structure. The 
powerful influence of imperialistic States and the crying need 
for economically self-supi)orting State-unions may promote the 
further development of such groujis on lines similar to those 
advocated in Mr. Jveynes’ treatise on the Economic Consequences 
of the Peace. E. Schwibdland 


Die Reklame (Advertisement). By Victor Mataja. Third en- 
larged edition. (Leipzig : Duncker und Humblot. 1920.) 

Advertisement is not only a business method, but also a 
psychological art. The knowledge and practice of it is of growing 
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importance, and an especially wide field has opened for it in its 
extended application to political purposes. 

This book by Professor Mataja, the President of the Austrian 
Statistical Bureau, deals with the subject from a scientific point 
of view. He expounds and judges with impartiality the forms 
and effects of every kind of advertisement. He inquires into its 
importance as a means of education and of enlightenment, 
examines its economic value and results, and describes its special 
functions and applications. E. Schwibdland 



NOTES AND MEMORANDA 

Mkasurrmknt of Inequality of Incomes 

I HAVE read with the greatest interest the article by Mr. Hugh 
Dalton (“The Measurement of the Inequality of Incomes ”) which 
appeared in the September number of this Journal, and I admire 
the simplicity and ease of the method which he suggests for 
measuring the inequality of economic welfare, on the hypothesis 
that the economic welfare of different persons is additive. The 
methods of Italian writers, which are explained by Mr. Dalton, 
are not, as a matter of fact, comparable to his own, inasmuch as 
their purpose is to estimate, not the inequality of economic wel- 
fare, but the inequality of incomes Jind wealth, independently 
of all hypotheses as to the functional relations between these 
quantities and economic welfare or as to the additive character 
of the economic welfare of individuals. The same methods are, 
on the other hand, applicable not only to incomes and wealth, but 
to all other quantitative characteristics (economic, demographic, 
anatomical or physiological), and they have, in fact, been actually 
employed to obtain a rough estimate of the various degrees of 
inequality which the distribution of these characteristics presents. 

Mr. Dalton explains these methods with precision and brevity, 
and Italian writers must be most grateful to him for having 
directed the attention of English economists to the subject. Per- 
haps, however — as a supplement to Mr. Dalton’s article — I may 
be permitted to draw the attention of readers of the Economic 
Journal to certain papers, a perusal of which, in my opinion, is 
necessary to enable one to form an exact idea of the applicability 
and character of the methods in question. These are : E. Czuber, 
“Beitrag zur Theorie statistischer Eeihen,” in Versicherungs- 
wissenschaftlichen Mitteilungen, Neue Folge, Vol. IX., p. 101 
ei seq,, Vienna, 1914 ; C. Gini, “Sulla misura della concentrazione 
€ della variabilita dei caratteri,” in the Transactions of the Real 
Istituto Veneto di Scienze, Lettere ed Arti, Vol. LIII., Part ii., 
p. 1203 et «e?q., Venice, 1914; G. Pietra, “Delle relazioni tra 
gli indici di variabiliti,” in the Transactions of the Real Istituto 
Veneto di Scienze, Lettere ed Arti, Vol. LIV., Part ii., Venice, 
1916 ; Paper I. , p. 776 et seq. ; Paper II., p. 793 et seq. Probably 
these papers have escaped Mr. Dalton’s attention owing to the 
diflSculty of access to the publications in which they appeared. 
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Mr. Dalton rightly attaches importance to the degree of 
laboriousness of the various methods, and to their applicability 
to such imperfect statistics of income as we possess. It may 
perhaps be noted hero that Professor Gzuber has suggested (p. 126 
et seq.) and has worked out a procedure for the calculation of 
the mean difference which is simpler than the one I used in 
VariahilM e Muiahilith (compare also on this question Pietra, 
“Sulla teoria della variabilita nelle serie statistiche,” in the 
Rivista Italiana di Sociologia, May-August, 1915, p. 417); and, 
if I am not mistaken, a still more rapid procedure is described in 
my paper, “Sulla misura della conccntrazione ” (p. 1210 et seq,). 
In this paper, moreover, the calculation of the mean difference 
in the case of imperfect statistics' is examined in detail, and 
suitable correction coefficients are given (pp. 1211-1223). On the 
other hand, the calculation of the mean difference can often be 
made advantageously, in the case of very imperfect statistics, by 
a graphical metho<l based on the area (area of concentration) 
contained by the curve of concentration and the line of equal 
distribution. Many subsequent applications of this procedure 
have convinced me of its great practical utility. 

In this same payjer (pp. 1237-1238) the relation between the 
mean difference and the area of concentration (to which Mr. 
Dalton alludes on p. 354) is established, and also the relation (to 
which Mr. Dalton refers on p. 360) between the mean difference 
and the reciprocal of Pareto’s a when the distribution follows 
Pareto’s curve is given (p. 1244 ; cf, also on this ix)int, Varia- 
hilita e Mutahilita, pp. 60-63). From these relations, it is easy 
to corroborate the further relations between our S and the area of 
concentration which Mr. Dalton establishes on p. 360. 

I should like, therefore, to direct the attention of readers of 
the Economic Journal more particularly to the two excellent 
papers of Dr. Pietra. In the first of these the relations are 
brought to light which exist between the mean deviation from 
the arithmetic mean, the mean deviation from the median, and 
the area of concentration.- 

In the second paper the ranges of variation of the relative 

' In my article I am really concerned with the determination not of the 
mean difference but of the concentration ratio, wliich is the quotient of the mean 
differenoe by twice the orithmetio mean ; but what we say of one will apply 
equally to the other. 

• N,B , — On pp. 784-780, the proof that distributions having a concentration 
curve, to which a parallel to the lino of equal distribution is tangential, have all 
the same ixdative mean deviation. This proof Mr. Dalton, on p. 354, mistakenly 
attributcfs to Ricci. Dr. Pietra had already called attention to the possibility of 
such a confusion. Compare “Recenti Pubblicazioni di Metodologia Statistica,’* 
in the Riviata Italiana di Sociologia, March<June, 1917, pp. 312-317. 
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mean difference, of the relative mean deviation from the arith- 
metic mean, of the relative mean deviation from the median, and 
of the relative standard deviation are established, the causes of 
discrepancy between these various indices of variability are 
examined, and the limits are fixed within which these discrepan- 
cies can be verified. 

R. IJniversita. di Padova, Gabinetto di Statistica. 

CoRRADO Gini 


South African Cururncy 

Professor Gannan, in his article on “South African Cur- 
rency” in No. 120 of this Journal, does not. perhaps, do full 
justice to some of the provisions of the recent Act setting up the 
new South African Reserve Bank. This Act (the South African 
Currency and Banking Act, 1920) is closely modelled on the 
Federal Reserve Act of U.S.A. in all those of its provisions which 
are designed to be permanent. In so far as the rather chaotic 
condition of banking in South Africa resembled that of U.S.A. 
before November, 1914, it must be admitted that the drafters of 
the new Act were well advised in the system they selected for 
imitation. In any case, the establishment of a central bank with 
functions of a nature quite distinct from those of an ordinary 
commercial bank is an event deserving of more than passing 
notice, and students of banking would have been interested to 
have had Professor Cannan’s comments thereon. 

It is not correct to say, as Professor Cannan does, that the 
new EeseiTe Bank has “power to issue unlimited bank-notes 
against 40 per cent, of gold.” As backing for its note issue it^s 
required to maintain a reserve of not less than 40 per cent, in 
gold with the balance in approved bills of exchange. In addition 
to the reserves needed against the note issue, it must hold in gold 
a reserve of not less than 40 per cent, of its deposits and other 
liabilities to the public. These provisions, coupled with the 
graduated tax imposed on excess circulation in the event of the 
suspension of the requirements as regards the gold ratio, seem 
suESciently drastic to prevent any danger of over-issue. More- 
over, if the good example of the Federal Reserve Banks in main- 
taining reserves far above the minimum required by law is 
followed, there will be an additional protection. With an ex- 
Chief Accountant of the Bank of England as Governor, it is prob- 
able that the new bank will make every effort to maintain its 
issue on an unexceptional basis. 



1921] 


OFFICIAL PAPERS 


127 


Professor Cannan’s strictures on the adoption of the extra- 
ordinary recommendation of the Select Committee on the Em- 
bargo on Export of Specie to discontinue the convertibility of 
paper into coin will meet with general approval, but the undoing 
of the harm thus wrought docs not seem an insuperable task. 
The fact that the Central lleserve Bank will ultimately have a 
monofX)ly of note issue in the Union, joined with the fairly 
stringent conditions laid down for the interim issues of the other 
banks, cannot but impose adequate restraint on the unnecessary 
creation of paper currency by these institutions. Indeed, Pro- 
fessor Cannan admits this, and expects little difficulty in the 
South African pound being maintained at the Bradbury level. 
There are obvious conveniences to South African trade if it can 
be so maintained, though they are, perhaps, bought at too great 
a cost by the suspension of convertibility. When the situation 
comes up again for review before June 30th, 1923 (the date fixed 
in the Act for the resumption of convertibility), the Governor 
and Directors of the Beserve Bank ought to be in a fjosition 
sufficiently strong to enable them to bring pressure to bear on 
the Ijegislatiire in the direction of a sound currency jwlicy. 

J. G. Smith 


Okfuual Papers. 

Report OH Profit -sharing and Labour Co-partnership in. the 
United Kingdom. 1920. [Cind. 544.] 

As in the Iteport for 1912, an essential attribute of profit -sharing 
is the receipt by the workman of a share in the profit fixed m 
iidvunce ; the various nuxles of pmticipation presenting a variety 
of eases. As before, co-partnership implies that the worker should 
iicciimuhito part at least of his share in the business; and there is 
now added the coiiditir)n that the worker should acquire some share in 
the management. Tlie average percentage of bonus on wages is 
5.5 per cent, llio average amount of bonus is about £5. 

Births f Deaths and Marriages in England and lValc«. Eighty- 
second Annual Report of the Registrar •General [Cmd. 1017]. 

The maiTiage-rato in 1910 was the highest on record, 19.7 per 
1,000, 4.3 above the pre-war decade 1905-1914. Ingenious reasons 
are suggested for the observed increase in the marriages of boys 
under twenty, of widows, and of elderly men. The birth-rate, 18.5 
per 1,000, was 5.3 below the rate for 1914. A comparison of the 
ratio between male and female births during (and after) the war 
with the pre-war ratio leaves no doubt that there lias been a material 
increase in “ masculinity.’* There is exhibited a curious correspon- 
dence betw^een the trend of the price-level and the variations in mas- 
culinity since 1876. nie death-rate in 1919, 13.7 per 1,000, is the 
lowest on record, excepting 1910 and 1912. 
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International Labour Office Inquiry into Production. I. Intro- 
ductory Memorandum. London: Harrison. 1920. Pp. 188. 

In accordance with a resolution adopted at the Genoa meeting 
it is proposed to ascertain the actual facts respecting production and 
prices throughout the world, to determine the factors which explain 
the facts, and to deduce jiractical conclusions. Interesting statistics 
of Ae amount of production (absolutely and per head) and of price 
variations are instructively exhibited. Causes of the observe<l 
changes are considered under the heads, Democratisation of 
Industry, Piecework Rates, Stabilisation of Labour, Improvement 
of Apparatus, Rates of Exchange, and Raw Materials. 


Report on General Revision of Railway Rates and Charges , 1920 
[Cmd. 1098]. ^ 

There should be a new tribunal consisting of three persons who 
shall determine the classification of goods and the standard rate 
proper to each class of goods. A standard rate may be composed 
of a conveyance rate and a charge for stationnl terminals, when 
used. The conveyance should be a mileage rate, descending as the 
distance increases. 


Minutes of Evidence taken before the Committee of Enquiry into 
the Work of the Employment Exchanges [Cmd. 1140]. 

General Report on the Industrial and Economic Eit nation of 
Norway [Cmd. 1145]. 


Current Topics 

The following have been elected to membership of the Royal 
Economic Society : — • 


Abrahamson, Miss E. 
Ahluwalia, A. 

Anderson, R. 

Aspiazu, Prof. D. J. 
Bagley, J. H. (life). 
Banca Italiana di Soonto. 
Bardell, A. P. 

Basu, Prof. P. M. 
Bergson, Jan. 

Besant, A. D. 

Bruce, Miss N. M. S. 
Chamberlain, J. A. 
Chandler, H. A. E. (life). 
Clark, M. 

Cordingley, H. 

Coutts, C. R. V. 
Cummins, H. H. 


Darter Brothers arid Co. 
Desai, T. M. 

Dieckmann, A. (life). ^ 
Dowbiggin.H. B. L. (life). 
Elderton, W. P. 

Foster, B. J. 

Garnett, G. 

Goldsmith, Miss M. 
Griffiths, T. H. 

Hardy, C. G. 

Hird, N. L. 

High, A. 

Hobbs, F. 

Hubback, Mrs. E. M. 
Hutton, W. 

Ingold, E. G. 

Jameson, B. M. 
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Johdes, Prof. T. (life). 
Johnston, J. G. 

Judd. W. 

Kahn, A. 

Kanakura, E. 
Kcnchington, C. W. 
Kent, F. I. (life). 

King, C. S. 

Leethain, B. 

Ijitman, S. 

Me Andrew, H. (life). 
McCarnic, C. 

McConnel, J. W. 
MacDermot, F. C. (life). 
Mcrhail. A. 

Marshall, H. J. 

Ma-ster, 11. C. 

Mukerji, P. 13. 
Murchison, Miss G. 
Murdoch, A. E. 

Nelson, A. 

Oldham, Miss K.,0,B.K. 
Owen, E. 

I’aisley, A. 

Patterson, T. H. H. 
Peake, E. G. 

Peterkiii, L. D. 
Pettinger, II. W. 


Preston, C. A. 

Pringle. W. H. (1920). 
Robinson. Mrs. M. E. 
Rowell, Sir Herbert, K.B.E. 
Sales, C. A. 

Satyawadi, S. C. 

Sealy. E. ]). (life). 
Shimasuye, S. 

Siddeley. J. 1)., (M3.E. 
Silva, F. S. 

Simpson, C. V. 

Stanley, T. S. 

Stewart, P. M. 

Strater, C. G. (life). 

Takei, D. (life). 

Tapscott, H. J. (life). 
Tattersall, F. W. 

Thornton, A. B. 

Tocker, A. H. 

The Bank of Taiwan, Ltd. 
Trouton, R. 

Turin, S. P. I 
ITnderdown, 11. Cr B.. J.P. 
Vakil, M. H. (life). 

Waley, S. D. 

Walsii, J. J. 

Westerinan, \V. 


The following have been admitted to library membership. - 
Crovernment of the United Provinces of Agra and Oudh ; Victoria 
University College, Wellington, N.Z. ; Oeptford Public Library; 
Mysore University Library ; Bibliotheque Universitaire et 
liegionale, Strasbourg; Ic Jlirecteur de Commerciaux Accords, 
Paris; the Hygiene Ijibrary, Scovill Manufacturing Co., Conn., 
U.S.A. ; Provincial library of Manitoba; Library of Parliament, 
Ottawa; Legislative Library, Toronto; University of British 
Columbia Library; Harvard College Library ; Bryn Mawr College 
Library, Penna., U.S.A. ; Wellington (N.Z.) City Council; Uni- 
versity College Library, Reading; Oberlin College Ijibrary, Ohio: 
North-Western University School of Commerce Library, Chicago ; 
Slocam Library, Ohio Wesleyan University ; Brown University 
Library, Providence, R.l. ; Coburn Library, Colorado College : 
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Iowa state College Library ; Albion College Library, Michigan ; 
Minneapolis AthensBum ; University of Kansas Library ; Michi< 
gan State Library ; Signet Library, Edinburgh ; Mount Holyoke 
College Library, Mass., U.S.A. ; Newcastle-upon-Tyne Public 
Library. 

Professor Achille Loria writes as follows : “ In the course 
of the last few weeks Italy has lamented the loss of two eminent 
scholars of statistical and economic science — Luigi Bodio and 
Ghino Valenti. 

“Bodio, appointed Director of the Italian Bureau of Statistics, 
brought it to the point of competing with, and even surpassing, 
the analogous institutes of other countries, making of it not only 
the training-ground of a number of promising young men occu- 
pied with the application of statistical methods, but the source 
of numerous and valuable publications on the most diverse aspects 
of national and international statistics. In fact, the golden age 
of Italian official statistics may justly be said to coincide with the 
period of Bodio’s reign. When a policy of retrenchment led the 
Italian Government to curtail regardlcssly its grant to the Italian 
Official Statistics Department, thus compelling it to suspend its 
publications, or at least to reduce them to absurdly small pro- 
portions, Bodio resigned the post which it was no longer possible 
for him to fill with dignity, and turned his activities to political 
and administrative duties. But his contribution to statistics was 
not restricted to the work of the Bureau, for he has also pub- 
lished the leading book on Some Indexes Measuring the Italian 
Economic Movement — which is now in its second edition. All 
those, however, who had not the fortune to make his personal 
acquaintance, can have but a pale conception of the amaising 
variety of his learning, which extended— and with complete mas- 
tery — from the Homeric poems to the books of Mgr. Duchesne, 
from the history of architecture to studies in early languages, from 
modern accounting to the songs of medisoval troubadours. With 
him has departed not only a great economist and statistician, 
but also a humanist or encyclopoDdist ; one of the last descendants 
of that versatile and prolific school which the telephone and the 
aeroplane seem destined to dispel for ever from the land of the 
living. 

“Ghino Valenti, after publishing some remarkable essays on 
different subjects (Uomagnoli, speculation, co-operation, besides 
a profound criticism of my own theories), as well as a Manual 
of Political Economy which has run into a second edition, applietl 
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himBelf to agrarian economy, and very soon became an authority 
on the subject in Italian literature. Commissioned to reorganise 
Italian agrarian statistics, at that time in a chaotic state, he 
brought to the difficult task extraordinary ability and sagacity, 
and succeeded in reconstructing perfectly that important service. 
But, besides this practical work, he contributed to agrarian pro- 
gress by a series of eminent monographs, on the Campagna of 
Rome, the emphyteusis, agrarian corporations, the develop- 
ment of Italian agriculture in the last fifty years — which are the 
best Italian writings on agrarian subjects since the classical 
studies of Jacini. Opposed to all absolute theories and to mono- 
syllabic solutions, and tending to take a moderately relative view- 
on questions, he inclined in the last years of his life towards 
Protectionism, wiiich laid him open to many violent attacks from 
the Liberal economic school. But even those who cannot forgive; 
him for this heterodoxy must bow before the adamantine upright- 
ness and scientific honesty which never once abandoned him 
throughout his noble career. His works ciinstitute a monument 
of science, of practical sense, and of enlightened patriotism, which 
'rime, the <le8troyer of undeserved fame but the consecrator of 
genuine merit, will not obliterate, but will rather embellish witl] 
a jierennial crown of ilevout admiration.” 


Mb. C. H. d’E. LEriUNOTON writes as follows, in supplement 
to his memorandum in the Journal for September, 1917, on the 
extent of undertakings yielding no return to the capital invested 
in them : “In all, seventy-six issues of every description have 
made default between November, 1916, and August, 1920. Of 
these, thirty were government and other securities of Russia. To 
set against this almost unchecked current of depression is the 
frequent resumption of payment of interest which had been sus- 
pended during the war. The names of a number of companies 
present in the earlier list are absent, it is true, in that for last 
August, but this need not mean that they all have gone under, 
but simply that some have been absorbed in larger undertakings. 
In the industrial and commercial group of upwards of six hundred 
undertakings only nine are in default since 1916, including one 
in the States and one in Russia, and fifteen have disappeared. 
Only one brewery is in default and one has disappeared out of 
seventy-five on the list. Among iron and coal concerns the ratio 
of disappearances is only 5 per cent, and defaults are nil. Among 
the few which have gone under is the Thames Ironworks at 
Blackwall, the sole surviving memorial in our day of the once 

K 2 
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flourishing shipbuilding indiisiir}' of the Port of London. The 
instances in which undertakings which were in default during the 
war have resumed payment of dividends are much more numerous 
than the defaults occurring since 1916, and reach a total of 125. 
Among these are eight foreign and colonial railways, eleven 
breweries (three of them in the United States), three mines and 
three nitrate works. Eecoveries, however, have been most 
numerous among financial and land trusts, whose operations are 
mainly outside the British Isles, and in the extremely large group 
of something over 600 miscellaneous commercial and industrial 
undertakings. Of the former twenty-seven and of the latter fifty- 
two have resumed payment. Among thest? last are seven hotel 
companies which were, hit hard in the war. At the same time it 
should be noted that the junij) in the number of bankruptcie.s 
from 649 in 1918 and 753 in 1919 to 1,591 during last year wit- 
nesses to the strength of the present reaction against the artificial 
pro8)>erity of the war period and just after.’* 


In view of a change in warehousing anangemenls, it is pro- 
fX)sed to pulp a quantity of tho.se hack Nos. of the Kconomic 
Journal of which there is a substantial number in stex’k. Before 
this course is taken, how^ever, the Nos. in (|uestion are offered 
to Pellows, for the completion of sets, at a- low rate. 

Applications, accompanied l>y a remittance, should be 
addressed to the Assistant Secretary, Mr. S. J. Buttress, 6, Hurn- 
berstone iioad, Cambridge. 

Vols. XIV. -XX. (1904-1910) at 4s, a volume, unbound ; and 
Vols. XXI.-XXVI. (1911-1916) at Is, C)d. a volume, unbound. 

The following parts can also be supplied separately at Is, a 
part : — Nos. 53 (March, 1904) to 80 (])c(!embcr, 1910) inclusive; 
Nos. 83 (September, 1911) to 87 (September, 1912) inclusive; 
Nos. 93 (March, 1914), 94 (June, 1914); Nos. 97 (March, 1916) 
to 99 (September, 1915) iriclusivc; Nos. 102 (June, 1916) to 104 
(December, 1916) inclusive; and No. 106 (June, 1917). 

Copies of “Fiscal Relations of Great Britain and Ireland” 
(Supplement, 1912) can be supplied at 6d. a copy. 

Owing to the necessity of pulping at an early date, the aliove 
offer can only be held open for a short period. The regular price 
to the public for back mimher.s of the Journal, hereafter, wdll be 
6s, a part and 30^. a volume (bound). 



RECENT PERIODICALS AND NEW BOOKS 


Journal of the Royal Statistical Society,^ 

January, 1021. The Organiaaiion of Staiiatica (Presidentia] 
Address). Sir Henry Rew. The Maturing Debt. Sir Drummond 
Drummond Fraser. A proposal for inectiDg debt by moans of 
“bonds on tap,*’ payable in discharge of taxes; criticised by 
Mr. Hartley Withers and other experts. Molecular Statiatica. 
F. Y. Edgeworth. A <lescription, freed from technicalities, of 
the writer's article in the Philosophical Magazine for Sept., 1920, 
on the application of probabilities to the random movement of 
gas molecules. 


Contemporary Review. 

December, 1920. High Wages, their Cause a^id Effect. Sir Hugh 
Bell. Illustrating the causes which operated during the war 
and the bad cftectH on industry, there are presented interesting 
statistics. In a typical railway company with which the writer 
is connected, the average annual earnings of men of all ages 
in the railway service were in 1912 just over £73 per head. 
'Hio corresponding figiu'e for the men in the colliei'ics, ironstone 
mines and limestone quarries of Bell Brothers was just under 
£71. By 1020 the former figure hacl risen to £257; while the 
latter had risen to £210. The procetxls of the writer’s collieries 
were divided os follows : Wages and salaries, 75 per cent. ; rents, 
royalties, timber, and stores, 15 per cent. ; balance available for 
extension, divi<lcnds, etc.., 10 per cent. Of the payment for 
stores and timber a proportion must ultimately go to wages; 50 
percent. Sir Hugh says, with reference to analogous figures which 
Lo cites from Command Paper 940 (1020). The allocation of the 
income earned by the aforesaid railway is also very inBtni(*Aive. 
The Reconatruction of Europe. Prof. G. von Schulze* 
Gavernitz. Tlio “psychological obstacles” to co-operation 
raised by Gemuui methods of warfare are obviated 
by setting off against those mis<leeds the starvation of German 
ohildreii through the British blockade cvm after the armistice. 
Mutual condonation lends to mutual help. German working 
power should co-operate with Anglo-Saxon to utilise the natural 
wealth of Russia ; “ one of the weightiest and best founded con- 
clusions in Keynes' celebrated work.” German export must be 
restored in order that she may be able to pay an indemnity, 
which should not exceed the sum estimated by Keynes. The 
payment should be suspemlod for four or five years. Among 
other requisites for reconstruction are tlio coalfields of Upper 
Silesia, and a “most favoured nation” clause not, aa now. 
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one-sided. Thus nia^ bo realised ** the ideal o£ the solidarity 
of the world *'...** of universal goodwill." .Capital and Labour 
in Italy. E. Stoker. Thecaptureof factories by the metal workers 
last September did not spread, though a considerable minority of 
the Socialist Party vot^ for the extension of this lock-in " 
policy. The experiment of running the factories wiUiout the 
capitalists and their technicians taught the leaders something. 
So a Joint Committee to settle the conditions of *' control " 
was decreed by Government. The term " controllo " sometimes 
means only checking accounts. But the demands made by the 
Workmen’s Council — not yd satisfied — seem to leave no power 
to the employer. 

Ekbkuary, 1921. The Creative Impulse in Industry. B. L. 
Hutchins. A powerful protest against the deadening monotony 
of factory work; which the Amei'ican manufacturer, llobert 
Wolf, successfully combats. 

Quarterly Review. 

January, 1921. The Wages Problem in Agriculture. Sir Henky 
Rew. After decades of low pay a Mimmum Wage was proposed 
in 1913 (by the Land Enquiry Committee, over which Mr. 
A. H. .VcLANi) presided), and was adopted in 1013. It is carried 
out by the Agricultural Wages Board, of which four-fiftlis are 
.agriculturists, farmers and labourers, one-fifth is appointed by 
tho Minister, llieir decisions affect over a million employers 
and workpeople, say five million person.s. On the last occasion 
of fixing the minimum the workers stood out for 50s., the 
cmploj’ers for 42s., the appointed members carried 46s., the 
other members abstaining from voting. The International Labour 
Ojjicc. Albert Thomas. A summar>' of tho results achieved by 
the Labour organisation during its first year. Bolshevism and 
Democracy. Prof. Sir William Ashley. The undemocratic 
character of the present Russian Government is exhibited. 

Edinburgh Review. 

January, 1921. Capitalism. II. A. Shadwell. If. as Marx defified, 
" capitalistic pniduction only then really begins when each 
individual capitalist employs simultaneously a comparatively 
large number of workmen," the concentration of Capital which 
was to introduce the fall of the system has not yet arrived. The 
number of business conGoms in Germany employing 1.5 persons 
was recently greater than the number employing over 50. Of 
" manufacturing establisiiments " in the Unit^ States more 
than half employed from one to five w'oge earners. Marx and 
the more original Sismondi did not anticipate Limited Liability. 
TVade Unionism, State regulation, and other agencies which 
have averted threatened catastrophe. 

Fortnightly Review. 

Frcruaby, 1921. The Increased Cost of Living. Statistician. The 
figures of the Ministry of Labour do not represent existing house- 
holds. " They assume tho consumprion of the same commodi- 
tios in the same quantities and qualities as before the war." 
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They obscure the “bedrock fact** that w© are all poorer 
must all live more frugally. Economy and the us© of cheap 
substitutes docs not imply a lower sta^aid of life. 

The Round Tabic. 

December, 1920. The descriptions of the Miners’ Strike and of the 
International ^ Conference, and the reflections thereon, are 
especially noticeable. 

The Eugenics Review. 

October, 1920. Some Birthrate Problems. Major Leonard Darwin. 
Is there a growing corrolatioii between efficiency and infertility, 
owing to the “dys-genic ” effects of birth limitation? Can the 
fertility of the loss lit be counteracted? The Fertility of the 
English Middle Classes. J. W. Brown, Major Greenwood, and 
the late Frances Wood. From samples of married women, some 
educated at Universities (or Colleges of University standard), 
and some “ non-collegiatc,*’ it is found, among otlier 
interesting conclusions, that there is no essential difference 
between the fertilities of the women who have, and those who 
have not, received a University education. Apparent differences 
are explain^ by difference of age at marriage. 

Indian Journal of Economics (Allahabad). 

January, 1921. Prosperiiy and Debt in the Punjab. M. C. Darling. 
A Study of the hidian Food Problem, (concluded). D. S. Dubey. 
IVo-thirds of the population get only three-fourths of the amount 
of food necesfisary for efficiency. Tlicre is urgent need of agricul- 
tural improvementti. Substitution of Silver for Gold in South 
India. H. Dodwell. Classification of the Economics Section 
of a Library. IT. Stanley Jevons. 

Jimrml of the Society of Comparative Legislation and Inter- 
national Law. (bidited for the Society of Comparative 
Ijegislation by Sir John Macdonei^l and C. E. A. Bedwell.) 

Third Series. Yol. II. Paa-t III. This issue contains among other 
articles of economic interest one by the Hon. Jethro Brown, 
on Industrial Courts in Australia. 

Quarterly Journal of Economics (Cambridge, Mass.). 

November, 1920. Savers' Surplus and the Interest Rate. A. B. 
Wolfe. Industrial Morale. S. H. Schlieuler. The British 
Coal Industry and the- Question of Nationalisaiton. ^ R. H. 
Tawney. The pro- war conditions — some 1,500 coinpimies raising 
about 270,000,000 tons of coal from 3,200 pits, and selling to about 
1,500 factors, from whom it passed to above 2,700 distributors 
— and the contml during the war, with the objections to the 
present system, are lucidly stated. Tlio risk involved in Justice 
Sankey’s scheme is balanced against the advantage of satisfying 
the miners and benefiting the consumers. Taxes on Property 
and Property Increments in Italy. L. Einaudt. Ross Principles 
of SocioUigy. T. N. Carver. 
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The American Academy of Political and Social Science 
(Philadelphia). 

Novkmber, 1920. Social and Industrial Conditions in the Germany 
of to-day. A series of articles mostly by Germans and mostly 
despondent. Thus Dr. Bonn (Economic Adviser of the German 
Government) dwells on the scarcity of coal, and the effect of the 
blockade on the stamina of the working classes. Geimany is 
forced to moke reparations in such a way b» to diminish her 
capacity for paying. E. V. Stoll, a neutral, dwells on the 
need of work and the moral factors in production. Ciiaklks 
Trevelyan inquires, Is Germany approaching the abyss? and 
concludes that unless the vindictive indemnities, the coal tribute, 
and the military occupation are swept away, the industrial popu- 
lation of Germany must either perish or break out in revolt. 

January, 1921. Present Day Immigration is the subject of this 
number. The relations between Japan and the Unitwl States 
occupy more than half the volume. 

Journal of Political Economy (Chicago). 

November, 1920. Incentive and Output. A Statement of the Place 
of the Personnel Manager in Modern Industry. L. C. Marshall. 
The “ personnel manager acts as the entrepreneur's lieutenant 
in getting men to work together. The Teaching of Economics 
Again. A. B. Wolfe. The Wchh-Pomerene Act. Eliot Jones. 
The origin and character of tho Act of 1918 designed to promote 
the American export trade are outlined. 

Political Science Quarterly (New York). 

December, 1920. A System of Federal Grants in Aid. 11. Paul 
H. Douglas. Coal Nationalisation in England, II. M. B. 
Hart. Mobility of Labor. Paul F. Brissenden and Emil 
Frankel. 

The American Economic Review. 

December, 1820. Price Economics versus Welfare Economics: Con- 
temporary Opinion. Frank A. Fetter. “ There is a thorough- 
going inconsistency in Marshall’s views as to the central aim of 
economics.” Wesley Mitchell, quite in the manner of ftor- 
shall, proceeds to issue various warnings and to place various 
limitations that give a very different meaning to what he had 
said, if they do not deprive it of nil meaning.” Taussig, ’’like 
Marshall, shows conflicting tendencies, but does much 
straighter thinking.” And so on. ‘‘Price Economics” is a 
*' fool’s paradise.” Circulating Credit. W. I. King. The device 
for obtaining a loan without the necessity of paying inter^t 
is the source of banking profits. Tho expansion has been a chief 
cause of inflation. It has not led to the reduction of interest on 
bank loans. 

The Butte Miners and the Rustling Card. Paul F. Brissbndkn. 
The Anaconda Copper Mining Industry in the Butte district 
(Mon^a) instituted an employment system, characterised by a 
permit to work, called “the rustling card”; which was not 
favourably received by mining unions. A ** Stabilized Dollar** 
would Produce Violent Changes in Periods of Falling Prices. 
C. C. Arhuthnot. Suggestions for Revision of the Federal 
Taxation of Inaome and Profits. F. R. Fairchild. 
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TJie Review of Economic Statistics (Cambridge, Mass.). 

November, 1020. The mcasuremeiit of increase in the volume of 
production begun in fonner numbers is continued with reference 
to manufactures; for which the (unadjusted) index for 1919 was 
nearly double what it was for 1899, while population increased 
by nearly 40 per cent. 

December, 1020. The First Brussels Financial Conference, A use- 
ful summary of the proceedings and of the separate memoranda 
contributed by economists. An Index of the Physical Volume 
of Production. The crude figures given in the November num- 
ber are here adjusted. 

January, 1021. The adjusted index numbers found in former issues 
for agriculture, mining, and manufacture are combined. 
Prof. iluLLOCK reviews the year 1020: which culminated in in- 
dustrial depression at home, political and economic unsettle- 
ment in Europe, and dislocation of international trade. 

Musee Social (Paris). 

October, 1920. line contribution nntionale en faveur des families 
nomhrcuscs. A national provision for the support of large 
families is advocated. 

Journal des PJeonomistes (Paris). 

November, 1920. La Greve des M incurs dans la Grande Breta/jne. 
Yves Guyot. La Conference Financiere intemaiionale. de 
Bruxelles, A. IIaffalovich. The proceedings are likene<l to 
the exercises which might be pnxluced by a class in philosophy or 
rhetoric on the question. What are the best means of assisting 
destitute relations? 'Fho writer does not favour the policy of 
national “ entr^aide as tending to pauperise, weakening the 
sentiment of individual effort. 

Dk('K.mbkk. La Puissance de payement dc VAUemagne et le traitc de. 
Paix de Versailles. D. J. Gheorohin. The honest execution of 
the terms accepted is demanded. L’ enscignement dn Bolche- 
v^sme dans le monde. N. Mondet. 

January, 1921. Le Marche financier en 1920. Arthur Raff.alovich. 
Le droit dc greve an Canada. N. Mondet. 

Revue d'PJconomte Politique (Paris). 

November-Decembkr, 1920. La Baiiquc necrlandaise pendant Ui 
guerre. P. J. C. Tetrode. The writer is the Director of the* 
Netherlands Bank, he credit hoUandais A VAUemagne. W. J. 
NiJon. La renaissance industrieUe de la B clique. A Mennes. 
A cheerful prospect of returning prosperity. L' introduction de 
la main^d* oeuvre et range re pendant la guerre. B. Nogaro. The 
introduction into France of some fifty thousand workmen during 
the war has resulted in a useful definition of the conditions of 
immigration. 

Le Christianisme Social (Paris). 

November, 1920. Le Bilan de la guerre. Charles Gidk. Op. the 
‘‘ passive ** side are the loss in war of nearly 1,400,000 men — 
almost the fifth part of the male population of IVanc^ between 
20 and 60 years of age, the deaths of civil population due 
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invasion from 100,000 to 500,000, the diminution of births 

I, 500,000, the ruin of the richest departments, tlie expenses of 
the war— an annual interest of some £450,000,000— scarcity, 
inflation, disease, inexpiable hate of the vanquished, and 
Europe a witch-cauldron. On the *' active *’ side the acquisition 
of Alsace-Lorrcdne, the German African Colonies, part of Congo 
and Syria, mines of coal and potassium, and the immateri^ 
assets of prestige and glory, and the prospect of permanent 
alliance with two great Powers and the gratitude of many small 
ones. 

Archiv fur Soziahvmcmchaft und Sozialpolihk (Tubingen). 

January, 1921. Die wirtschaftliche Theorie dcs Gcldea, Karl 
Enolis. Eefering to Liefmann’s “ Geld und Gold/* Die Kriae 
der mitteleuropdischcn Revolution. Dr. Paul Szendk. Ueher 
das Problem dca Dehadenz dea laloma. Prof. Arthur Salz. Zur 
Frage der Ohjectivifdt dea urirtachaftlichen Pnneipa. Dr. Hkkv 
Moeller. 

De Ecouomst (La Hague). 

December, 1920. Dc wtbow van hei intemationaal Arbcidarecht. H. 

J. Mandere. On international labour legislation. Gcmiddeldt 
indexcijfcra. P. K. von Tschudi. A study on index numbers 
referring to Pierson’s article on the subject in the Economic 
Journal for 1896. 

January, 1921. De Wet van Ariaiophanea, aliaa Grcaham, cn hare 
Werking. G. D. Willinck. On Gresham’s law. Valuta en 
heacherming. Prof. Dr. C. A. Vrrrijn Stuart. On foreign 
exchanges, dumping, and protec^tion. 

Scientia (Milan). 

Vol. XXVIII. No. CIV-12. II Marxiamo c la Criai Europca. li. 
Mondolfo. 

The Russian Economist. 

(This journal, the organ of the Russian Economic Assocuation, is 

published bi-monthly in Jjondon.) ^ 

No. 1, September-October, 1920. Ruaaia and the Stability of Europe. 
The Railway Tranapori in Ruaaia. The Social ami Psychological 
Consequences of the Revolution in Ruaaia. W. Braith- 
WAITE. The author of these three articles is an English- 
man who worked for a long time in the Co-operative Movement. 
The Russian National Debt. G. A. Paulovsky. The total debt 
is some 33,000,000,000 roubles, of which only 13,000,000,000 are 
payable in gold. The total is about fen- times the pre-war budget, 
which compares favourably with the figure for England and 
France, viz., 35. There is ho doubt about Russia's ultimate 
solvency. 

Giornale degli Economisti (Rome). 

November, 1920. Exportazioni, cenaimenti agrari c requiaizioni nei 
aettecento a Roma. A. Canalbtti Gaudenti. A study in the 
economic history of the 18th century 71 ControUo. 0. 
Majorana. The workers' demand for control of industiy is con- 
sidered. 
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Revista Nacional de Economia (Madrid). 

Vol. VIII. No. 25. La organizacion de la dccadencia de Espailu. 
B. Uiu. The editor takes a gloomy view of his country’s pros- 
pects. The Absolute Monarch s of Spain never had so much 
power as her constitutional sovereigns. A few dozen rich families 
continually become richer, tho numerous proletariat poorer. 
Protection will cause depopulation. La politica de AlUanzas y el 
commercio cxtemo. E. H. Del Villar. Neutrality,, rather than 
military alliances, is the policy for Spain. 

Vol. IX. No. 26. La crisia economica actual. Emilio Uiu. The 
evil results of the war to the world and to Spain are set forth. 
La doBorgamzacioH ccondtnica de Europa. Josfs Nart. La par- 
tioipaewn integral en loa bcneficioa. Victor Paret. In favour 
of profit-sharing. 


NEW BOOKS 

English, 


Askwitu (Lord). Industrial Problems and Disputes London: 
Murray. 1920. 

[To bo reviewed.! 

Bailward (W. a.). The Slippery’ Slope and other Papers on 
Social Subjects. Txindon : Murray. 1920. Pp. 236. 

[Reviewed above.] 

Bank of Java. Annual Ueport for the year 1919-1920. Batavia: 
Kolff. 1920. Pp. 86. 

Bowley (Arthur Ij.). Elements of Statistics. Fourth edition. 
London: King. 1920. Pp. 459. 

fl'art II lias boon completely rowritteii and considerably extended both by 
the fuller treatment of theory niid by the addition of numerous examples. For 
the convenience of those who possess the eariier edition to whom the revised 
I*art I contains little that is new. Part 11 is issued separately. Part I brought up 
to date is also issued si'paratcly.] 

Brenner (Henri). Some of France’s Problems and how she faces 
tliem. liieir bearing on Franco-British friendship. Marseilles: Bar- 
iatier. Pp. 15. 

[An eloquent lecture delivered at the Univorsity of Manchester, Dec. 1020.] 

Brown (Ivor). English Political Tlieory. London: Mctliuen. 
l*p. 177. 

Bueb (M. C.). Economics for Bcgiiniors. London: Routlodge. 
1921. Pp. 220. 

Burns (C. Delisle). Government and lndustn\ London: Allen 
and Unwin. Pp. 315. 16«. net. 

Burns (Emile). Modem Finance. Tiondoii : Humphrey Milford. 

28. 6d. 
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Co-partnership. Report of the Jjondon Co-parbiership Coi^eBB. 
October, 1020. London : Labour Co-partnership Association. 
Pp. 38. 23. 6d. 

[In the course of several meetings, at which distinguished chairmen presided, 
it was said to bo more important that Labour should have a share of management 
than that it should share profits. Lord Kmmott preferred co-partnership to 
Nationalisation, as satisfying the three testa : incentive to work, reward of ability, 
and saving. Sir George Gibb thought partnership in management well suited 
to the railway industry*. He recommend^ a Committee including representatives 
of the Directors and the Workers ; the latter, no doubt, spc.*eislly (concerned with 
tho welfare f.»f (he staff.] 

Croal (James F.). My Business and Yours. .V Proposition. 
Pp. 19. London: Daniel. 68. net. 

[Tho proposal is that labour should bo the staiidanl of value.] 

CuRTLER (W. H. R.). The Em.*]osure and Iledistribution of our 
Land. Oxfonl : Clarendon Press. 1020. Pp. 334. 

Dooley (William II.). Principles aiul Methcxls of Indu.striol 
Education. With an introduction bv CJiarles Prosser. liondon: 
Harrap. 1921. Pp. 257. 

[The writer is in chaigo of tho Navy Yonl Continuation Sehoiil for tlio New 
York Board of Education.] 

Douglas (CJ. H.). Cretlit-jiowifr juid Democracy. With a draft 
scheme for the mining iiuhistry. With a comrnentaiy on the included 
scheme by A. R. Orage. London: Cecil Palmer. Pp. xi-f212. 
78. 6d. net. 

Eokkl (Edwi.n C.]. CoaJ, Iron, mid War. A study of industrial- 
ism past mid future. London: Ilarrap. Pp. ix + 375. 128.0d.net. 

Elbourne (£. S.). Factory Administration and Cost Ac(x>unis. 
Ijondon: I/ongmans. Pp. xx t-811. A new edition, revised and 
rearranged. 458. net. 

Faraday (W. Barnard). Democracy and Capital. London: 
Murray. 88. net. 

F.aylk (C. Ernest). Seabome Trade. Vol. I. The Cruiser Period. 
(History of the Great War based on official documents.) Historical 
Section of the Committee of Imperial Defence. London : Murray. 
1920. Pp. 442. 

[The economic interest of this volume may be gat lim'd freun the headings 
of some of tlie cliaptc'rs : “ Covering Trade in the Far East,** “ Tho Beginnings 
of Trade Recoveiy, “ Commerce and Commerce Dc^stroyers,” “ Trade Activity 
in European Waters.” Tho narrative is illustrated by splendid maps.] 

Fight the Famine Council. 'Fhe Needs of Europe. Its Economic 
Reconstruction. I.iondon : Premier House. Pp. 1B2. 28. Od. net. 

Free Tr^e Conference, Report of the Proceedings of the 
International. London: Cobden. 1021. Pp. 140. 

[Tlie proceedings are those referred to in the Economic Journal, Vol. xxx, 
p. 503.] 

Friday (David). Profits, Wages, and Prices. New York: Ha**- 
court. 1920. Pp. 256. 

[To bo reviewed.] 
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Gill (Conrad). Government and People. An Introduction to tlio 
Study of Citizenehip. With the collaboration of O. W. Valentine, 
liondon: Methuen. 1921. Pp. 307. 

fXlie author is roador in Cunatitutional Hiatory, the collaborator is ProbMssor 
of Education, in the University of Birmingham.] 

Gough (George). Wealth and Work. (New Em Library.) Lon- 
don: Philip. Pp. 260. 

[An admirable toxt*book. j 

Hark (Sir Lancelot). Currency and Prices. ]x>ndon ; P. S. 
Iving. 1020. Pp. 74. 

Hurry (Jamieson 11.). Poverty and its Vicious Circles. Second 
and enlai'gt^ Gilition. Ijondon : Churchill. 1021. Pp. 411. 

Knowles (Lilian). ITio Industiial and Commercial lievoliitions 
in Great Britain during the Nineteenth Centui-y . London : Koiit- 
ledge. Pp. xii+417. Os. Od. net. 

I To n*viowc<l.] 

L.ayton (Walter T.). An Introductitm to the Study of Prices, with 
special reference to the hisUiry of the nineteenth century. liOTidon : 
Macmillan. Pp. xiii-f-lO-l. 7s. Gd. net. 

|.V fif^w iHiitiuii.J 

League of Nations. An outline hv its organisers. London: 
MaemiUan. 1920. Pi). 282. 

[The structure.*, hiatoiy and otlu'i* n.Hpects of the Iy.*ague am described in a 
.series of es8ay.s by diffennit writers. Mr. H. B. B»itl*r writes on the infem.'^tional 
labour oiganlsation. ] 

liKAKK (H. Martin). The Basis of Agticultural Practice and 
Economics in the rnite<l Provinces of liuliu. Cambridge: Heffer. 
1921. Pp. 277. 

Lyons (V. H.). Wages and Empire. London : Ix^ngmans. 
1920. Pp. 90. 4«. 0</, net. 

McKnioiit (W. H.). Irehiiid and the Ulster Legend, or the Tnitli 
about Ulster. Statistical tables ct>mpile<l from Parliamentary Blue 
Books .and White I'apers. With notes aiul observations by the eom- 
piler and foreword bv Sophie Brvant, P.Sc. London: King. 1921. 
Pp. 

[The forewonl. which occupies a third of the booklet, concerns the economist. 

far as it conti'iids, with great ahility, tliat Ulster is not superior in industrial 
qualities to the rest of Tndaiid.] 

Maurtua (D. V. M.). 11ie Que.slion of the Piudfic. P'iiiUwged 
in 1901. 

Milner (Denis). Higher Pnxluotion by a Bonus on National 
Guput. A proposal for a minimum income for all, var/ing with 
national productivity, liondon : Allen and Unwin. 1020. Pp. 127. 

Phillips (C. A.). Bank Cretlit. A study of the principles and 
factors underlying advances mode by banks to hon*owers. T<ondon : 
Macmillan Co. 24«. net. 

[The author is Professor of Economics at Dartmouth College.] 
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PICCIOTTO (Cyril M.). The British Year Book of International 
Trade. Editor, C. M. Picciotto. London: Frowde. Pp. 292. 

[A ooUection of essays, some of which reward the attention of oeonomists ; 
such as that of Ernest Schuster on Tht Peace Treaty in its Effeeia on Private 
Property, and t^t of Sir John MaodoncU on IntemaHonal Labour Conveniiona 
(about the immigration of low*giado labour, the equalisation of the conditions 
of native and foreign labour, oto.), which, perhaps, may result in an International 
Labour Parliament mom successful than the League itself.] 

PiGOU (A. C.). A Capital Levy and a Levy on War Wealth. (The 
World of To-day. V. Gollancz.) Pp. 62. 

[A levy oil war wealth might be desirable as a supplement to, not a substitute 
or, a general capital levy ; as to which see the writer's article in tho Economic? 
Journal for June, 1918.] 

Rawlinson (II. C.). British Beginnings in Western India, 1679- 
1657. An account of the early days of the British Factory of Surat. 
Oxford : Clarendon Press. Pp. 158. 

[The Puritan English rnercluuits succooded where the Portugupso failed, 
because they regarded themselves as traders temporarily settled hi India. The 
Surat factory was run on monastic line's. But oxooss in eating and drinking 
was not considered a serious vice, and the mortality among tho Company 
servants was very high.] 

Riordan (E. J.). Modoru Irish Trade and Industry. With u« 
historical introdu(?tion by (i<w>rge O’Brien. London: Methuen. 
1920. Pp. 335. 

[To be reviewed. J 

Rowntree (B. Sekuohm) and Stuart (F. I).). The Responsi- 
bility of Women Workers lor De|)endantR. Oxford: Clarendon 
Press. 1921. Pp. 65. 

[By a careful investigation, based on samples numbering i:i,«:i7 women, in 
eleven largo towns, it was found that 12 per cent, of women workers maintain 
dependants. If certain reforms were carried out — an adequate scheme of 
widows’ pensions, an adequate minimum wage and a State grant to liouseholds 
with an exceptional number of children — tho proportion of women workers 
having dependants would be reduced to 1.8 per cent.] 

Saksena (E. B.). The Economic Effects of the War on India. 
Part I. Canning College, Lucknow. 

[The author, who is Professor of Economics ut Lucknow, lias reviewed under 
appi^riate heads the development of Indian industries during tho wy, and 
considered the prosjpects of further progress. In fiscal matters ho is a moderate 
protectionist. India, ho thinks, is too dependent on its agriculture. “ Public 
opinion . . . means to see that India becomes in future self-supporting, fo that 
its commerce, trade and industiy no longer remain dependent on external 
supplies.” 

Scott (James Brown). The project of a permanent Court of 
Ini^ational Justice and resolutions of tho Advisory Committee of 
Jurists. Report and commentary. Washington: Carnegie Endow- 
ment. 1920. Pp. 235. 

Secrist (Horace). Readings and Problems in Statistical Methods. 
New York : Macmillan Co. 1920. Pp. 427. 

Smith (C. Middleton). Tho British in China and Far-Eastern 
Trade. Jjondon: Constable. Pp. ix + 295. 18«. net. 

[The author is Professor of Engineering in Hong-Kong University. J 

Smith (William). The History of the Post Office in British North 
America, 1639-1870. Cambridge : University Press. 1920. Pp. 366. 

[The author was associated with tho Canadian Post Offioe for thirty-six years. 
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Solano (£. John). Labour as an International Problem. A series 
of essays comprising a short histo^ of the international labour 
organisation and a review of general inilustrial problems. Edited by 
E. J. Solano. Jjondon: Macmillan. 1920. Pp. 345. 




(on labour legislation in Japan), Sophy Sanger, and ^Albert Thomas (the French 
Socialist leader).] 

Springer (liEOPOLD). Financial and Commercial .;Vfter-war Con- 
ditions. Reflections of a student of finance on the prospective posi- 
tion. Ix>ndou: P. S. King. 1920. Pp. 118. 

[A second impression of a book first published in 1018. An optimistic survey.] 

Stockruidge (F. P.) and Trabue (M. R.). Measure Your Miiul. 
London: Harrap. 1920. Pp. 349. 
f A Study in ** Mentimoters.*'] 

Tho.mson (Sir W. Rowan). The Premium Bonus System. Glas- 
gow: McCorquodale. Pp. 99. lOg. 

Walsh (Correa Moylan). The Problem of Estimation. A seven- 
teenth century controversy and its bearing on modem statistical 
questions, especially index numbers. London; King. 1921. Pp. 144. 

Webb (Sionky). Grants in Aid: A criticism and a proposal. 
(New edition, revised and enlarged.) T/ondon: Ijongmans. 11)20. 
Pp. 145. 

[The new edition Is enlaigc<l by the addition of a final chapter entitled 
'^Marking Time amid Increasing Exigency'' llio total of Grants in Aid, 
about fifteen millions a year twenty-five jrears ago, is now four times that amount. 
As a remedy for the growing evil there is suggested functional differentiation of 
Parliament as projiosed by the author in the Socifdiet Commonwealth of Great 
Britain (reviewed in the Economic Journal, Vol. xxx). There are also additions 
throughout, the work, mostly at the end of caoh chapter, bringing statements and 
figures up to date 1U20.] 

Webb (Sidney and Beatrice). Industrial Democracy. Edition 
of 1920, with new introduction. London : Longmans. 1920. 
Pp. 899. 

[The bulk of the work is reprinted without change. The arguments respect - 
ug ** payment by results** are said not to be impaired by changes of form 
(“premium-bonus,” etc.). The chapter on the JSnmomic CharaeterisHee of 
Trade Unionism ** stands, we think, after a oouple of decades of examination by 
the British rconomi.sts, in 1920 unchallcngeu. The student might usefully* 
consider to what extent, if any, this analysis of the economics of Trade Unionism 
calls for further modifications of the somewhat stereotyped propositions of the 
economio textbooks os to profits and wages, the rate of interest, and the influence 
affecting the growth of capital.” The Appendix to the original edition on tie 
legal position of Trade Unionism and that on the legal minimum wage, now 
ancient history, have been omitted.1 

WooLMAN (Mary Schenck). Cloihing. Choice, care, cost. (Lip- 
pincott’s Family Life Series.) Lippincott. Pp. xi + 289. 6s. 6d. 
net. 

Yule (G. Udny). The Fall of the Birth-rate. A Paper read before 
the Cambridge Eugenics Society, May, 1920. Cambmge: Univer- 
sity Press. 1920. Pp. 43. 

[There has been since 1876 a fall in the birth-rate amounting to about one-third ; 
lihe principal cause being the decreased fertility of married women. The diffePMwe 
between the fertility of unskilled workers and that of the upper and middle 
elasses is groat, and inoreasing.] 
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Adams (Thomas S.) and Sumner (Helen H.). Labor Problems. 
A text-book. New York (London): Moomillan Co. l‘p. xv + 579. 
16«. net. 

[Thti authors are meinbois c>f (he Political Koonomy Staff of the Uoiveisity 
of WisconHiii.] 

Andkkson (B. M.). EffeetB of tlie War on Money, Credit, and 
Banking in France and the United States. (Carnegie Endowment 
for International Peace.) New York : Oxford University Press. 1910. 
Pp. 227. 

Bass (John F.). The Peace Tangle. New York: Macmillan 
Co. 1920. Pp. 345. 

[A gloomy pictun* of Kuifj|H' aftnr th** Mar ; M'ith 8itgg*'stioiis for economic 
n^coiistruction.] 

Eaves (Lugile). Training for Store Service. Tlie vocational 
experiences and training of juvenile omployeo.s of reiiiil department, 
dry goods and clothing stores in Boston. Bowston : Badger. Pp. 143. 

[A report of invc.stigations made in the Ucricurch Departnant of tlu* Woinrn'H 
Educational and iiiduiitruU Union. The invtvdtigations wriv diivct(‘d by thi‘ 
author.] 

Fisk (Harvky B.). Englisli Public Finance from the devolution 
of 1688. With chapters on the Bank of England. New York : 
IBankers’ Trust Company. 1920. Pp. 241. 

I A luci<l exposition of prc.senl and past finance.] 

Fisk (Harvky E.). The Dominion of Canada. New York : 
Bankers’ Trust Company. 1920. Pp. 174. 

[An admirable diiscriptiun of in’oiiuinic features.] 

Haig (Robert H.), assisted by Holmk.s (George E.). The Taxa- 
tion of Excess Profits in Great Britain. A study of the Britisli 
Excess Profits Duty in relation to the problem of excess profits taxa- 
tion in the United States. Supplement to the Annals of the 
American Academy of Social Science. 1920. Pp. 244. 

Hunter (Robert). Violence fuid the Ijabor Movement. • New 
York : Macmillan Co. 1919. Pp. 388. 10«. fid. 

fA .study of tlip r'Hcti^uis again.Mt social wmiifis. Thu di.sputcs, witli reep'ct 
to the usff of violence, lictwwn “pliynicnl forcists ” and “ inn ml forcists,’* 
AnnrehistH and Socialists, nakounin and Marx, arf^ instructively described.] 

Jones (Dr. Paul van Brunt). The Household of a Tudor Noble- 
man. (University of Illinois Studies.) Urbana: University of 
Illinois. Pp. 277. 

fThe financial arrang^iments mid other fealurt».s of economic interest in the 
management of Tudor noblemen’.s houst^holda an* vividly jirpsciit^'d.] 

Marburg (Throdore) and Flack (Horace). Talt Papers on 
Tlie League of Nations. New York: Macmillan Co. Pp. 340. 

fSpoeches and articles of W. H. Taft from May, 1916, to March, 1010.] 

Plehn (Carl). Introduction U> Public Finance. Fourth edition. 
New' York : Macmillan Co. 1920. Pp. 446. 

[The work has been lar^ly revised. The income tax, the inheritance tax 
the shifting and incidenoo of taxation. To be reviewed.] 
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Reed (Anna Y.), assisted by Woelpeppeb (Wilson). Junior Wage 
Earners. New York: Macmillan Co. Pp. 171. 

Rontzahn (Maby Swain). Travelling Publicity Campaigns, 
Educational Tours of Railroad Trains and Motor Vehicles. New 
YY)rk: Russel Sage Foundation. Pp. 151. 

LA nciw kind of pedlar, whose pack coiitaiiis fresh ideas aiul useful infumiatioii, 
is here described. Far and wide among outlying rural districts knowledge is 
dissomiiiatod by educatiunal tours ” and ‘‘demonstration trains.**] 

Rowe (Ij. S.). Early Effects of the- War upon the Finance, Com- 
merce, and Industry of Peru. (Carnegie Endowment for International 
Peace.) New York : O.xford iJiiiversity Press. 1920. Pi*. 60. 

[The disturbanci.; of the economic cojulitions of P«ru i!lii.-.lriii.es i.hi' inter- 
dopcndencu of nalioiis.] 

Watkins ((joitnox S.). Labur Problems and Ijabor Administi'a- 
tion in the United States during the World. War. (University of 
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Williams (John Henry). Argentine Intematicnal Trade under 
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French. 

Axsi.vux (Mauiuce). Traite d’Econornie politique. (Jiibliothequo 
iiiternatiouale . . . de A. Bonnet.) Tome premier. J /organisation 
r^.Mmoriiique. Paris: (Uard. 1020. Pp. 380. 

Damiuis C. J.). Le Systeme Monetaire (Iree et le Change. 
Paris : (Hard. 1020. Three volumes. 

[in the first voluino thn tJroek law of 1010, r.XMB, is describi d and uppivci- 
titod ; the second volume deals witli depur(un.‘S from tiie law, and the way back 
to it from present iiifiatioii ; in the tluid volume the system is compared with 
ordinary convertibility, its n-lation to the (.told Kxehnnpe Standard is shown, 
and the possibility of intrrnutiunal iiauiey i.s eoinsiden'd.] 

(.Side (Charles, Professeur honoraire a la FaeulUi de Droit de 
l*Universit/* de Paris). Les Institutions de Progros Social. 
Cinquienie edition, revue et auguinentdo. IViris: Uihrairie Sirev. 
1921. Pp. 012. 8vo. 

[Tlii.s well-known work, which iirst appeared us an olUcial import upon Social 
Kconomy at tlie gn.‘at Paris Exliibitiun, 1900, has now' n^ached its fifth edition, 
and goes on growing in size and favour. It is divided into four parts dealing 
with the wages, the comfort (food, lodging, health, and education), security 
(savings, insurant', and public assistance) and indopondeiice of the w^orking 
classes. It is written witli the ehurrn, and arranged w-'ith the lucidity, character- 
istic of the author, uml brings up to date* the de.soription of the activities of the 
various ngencii s wiiieli aim at the improvement of the condition of the people.] 

(.iiDE (Prof. C.). Des Institutions en vue do la transfurmalion on 
Pabolition du Salariat. Pai’is: Giard. Pp. 115. 

[Of institutions aiming at one of these objects, productive co-openition is first 
(considered. Its success is threatened by (1) big businesses, (2) the hostility 
of ayndioalists, (3) the rift between the two spooiosof co-operation. The prospect 
of serving public bodies as the “ bmccliiaiiti ” in Italy do is promising. The 
capitalist objections to profit-sharing are not weighty. More serious is the 
apprehension of the workers that their wages would be low’ered. Under the 
head of f/ActionnarieU ouvrier there is entertained the idea of compulsory saving, 
at least in businesses of a public character, enjoying a “ concession.*’] 
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[A sub-title characterises International Free Trade as Uio iiecessiiry and 
sufficient foundation of universal and permanent peace.] 
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Uerman, 
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: Hermann. 
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Dix (Arthur). Wirtschaftskrieg luid Kriegswirtsehaft. licipsie: 
Koehler. Pp. 369. 

[Roferring to the collapse of Germany.] 

Haun (Dr. Albert). Volkswirtschaftliche Tliemii* <les Lank 
credits. Tubingen : Mohr. 

Teuhallk (Prof. K.). Bteiierlast uiul Steiierkraft. .Ictia : 
b'ischer. 

[Referring to the burden of taxation placed on Gi‘rfrmny.] 

Tyska (Prof. K.\hl V.). VolkswirtRohaftlieln* Theniicn. 


Italian, 

Garino-C.\nina (Attilio). 11 probleiria delle iiKlustiic luitiuiiali. 
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1920. Pp. 111. 
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SupiNO (('.}. La carta moneta in Ttdia. Bologna: Zaniohelli- 
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Spanish. 

P6rez-Ori)OYO y LapkHa (Luis). Fiinci6n eeondriiica y sf/cial dc 
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THE IMPERIAL BANK OF INDIA 

The Imperial Bank of India has been constituted by the 
amalgamation of the three “ Presidency Banks ” of Bengal, 
Bombay and Madras under legislation passed by the Indian 
Legislative Council last year, and it came into being on the 
27th of January, 1921 . The form which its constitution has taken 
will be described below, but the lines which its development 
follows can be better appreciated if some reference is first made 
to the banking system in India generally, and also to the place 
which the Presidency Banks have occupied in that system. 
This reference can fortunately be brief, as a full review of the 
position, as it w’as nine years ago, is contained in Chapter VII. — 
Indian Banking — of Mr. Keynes’ Indian Currency \^nd Finance, 
published in 1912, while earlier details of the history, etc., of 
the Presidency Banks will be found in Sir James Brunyate’s 
Account of the Presidency Banks (1900), to which Mr. Keynes 
refers. 

1. The money market and banking system of India comprises, 
as Mr. Keynes explained, the following as its four main 
constituents ; 

(i) The Presidency Banks, which have now been amal- 
gamated into the new Imperial Bank ; 

(ii) the European Exchange Banks ; 

(iii) the Indian Joint Stock Banks; and 

(iv) the shroffs, nuthajans, chettis and other private bankers 

and money-lenders. 

As Mr. Keynes went on to say, the first tw'o of these constitute 
generally what he terms the European money market, and the 
rest the Indian money market — the more substantial Indian 
Joint Stock Banks occupying perhaps an intermediate position. 

2. The Presidency Banks have formed the backbone of the 
internal banking system of India, the operations of the Banks of 
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Bombay and Madras covering, generally speaking, the Presi- 
dencies after which they were designated, and those of the Bank 
of Bengal covering, in addition to Bengal, Burma and the 
Provinces of Upper India. Apart from their headquarters offices 
in the Presidency towns, they had sixty-eight branches and sub- 
agencies at the more important centres within their spheres, 
including a few branches in Indian States and a branch of the 
Bank of Madras at Colombo. Without going into their past 
history, it may bo said that they worked from the beginning 
under very rigorous restrictions as to the character of the business 
which they miglit undertake, the main object being to ensure 
that as semi-official institutions they should be conducted on the 
safest possible principles. Put very briefly, tlie principal restric- 
tions imposed on them under the Presidency Banks Act of 1876, 
and in force at the time of the amalgamation, prohibited them 
from conducting foreign exchange business, from bori'owing or 
receiving deposits payable out of India, and from lending for a 
longer period than six months, or upon mortgage or on the 
security of immovable property or upon promissory notes bearing 
less than two independent names or upon goods, unless the goods 
or the title to them were deposited with the bank as security. 

As a set-off against these restrictions, the Presidency Banks 
were allowed to hold a portion of the (;}ovcrnmcnt balances free 
of interest. The use of these was originally granted them in 
1862 as compensation for their being deprived of the right of 
note issue, which since that date has been entirely managed 
by the Government under separate legislation, regulating the 
conditions of the note issue and the reserve to be hold against it. 
The Presidency Banks also undertook a large amount of Govern- 
ment work, such as the management of tlio public debt, and^of 
the Government Treasuries at centres where the banks had 
branches. An exception was, however, made in the case of the 
“ Reserve Treasuries,” which were maintained by (Jovernment 
in the three Presidency towns and in which the bulk of the surplus 
funds of Government were usually accumulated. I shall have 
something further to say on this point when explaining the con- 
nection between the operations of the Government and those of 
the Presidency Banks, as well as between Government and trade 
finance generally, and also in discussing the considerations which 
led up to the amalgamation, and the actual constitution and 
functions assigned to the new Imperial Bank ; I will not, there- 
fore, for the moment enlarge further on the details of the business 
of the old Presidency Banks. I give, however, a summary state- 



1921] 


THB IHFEBIAIi BANE OV INDIA 


149 


ment to show the capital, reserve, deposits and cash balances of 
the three banks immediately prior to the amalgamation : 



! Capital. 

Koservos. 

Public 
[i. e. Govt.). 

1 Deposits, 
i Private. 

Total. 

Cash. 

Dank of Bengal . . 

■ 200 

210 

388 

3430 

3827 

1244 

Bank of Bombay. . 

100 

12.1 

187 

2Gri0 

2837 

980 

Bank of Madrutt . . 

75 

4.5 

124 

j ir>2!i 

1053 

455 

Total . . 

1 37r) 1 

380 

GOO 

7018 

8317 

2679 


[Fi«^ui*c3 ill lukhs of rupees.] 

It may also be of interest to reproduce a few figures to illustrate 
the growth in the total private deposits of the banks : 


Total Private Deposits in Lakhs of Kupees on December 3 1st. 


1870 

640 

1910 .. 

3234 

1917 

6772 

1880 

849 

1914 

4004 

1918 

5098 

1800 

.. 1476 

1015 .. 

3861 

1919 

6821 

1000 

1288 

1916 . . 

4471 

1921 (January) 

7618 


In considering the above data, two facts should be noted. The 
first is a general one, and arises from the fact that the Presidency 
Banks are bankers’ banks, and that a substantial proportion of 
their private deposits consist of the cash balances of other banks. 
Secondly, the rapid growth in the last six years does not represent 
merely normal dovelopmc'iit, but is largely due to the great 
increase in llio volume of money in the principal money markets 
during the War owing to the eiioi’inous disbursements of (Govern- 
ment, accompanied as tliesc were by a great expansion of the 
currency and inflation of credit. These latter remarks apply also 
to the increase in the deposits of the other groups of banks. 

3. The Exchange Banks, though their operations are not 
limited to India, play a most important part in Indian trade. 
The nature of their business is generally known, and does not, 
therefore, call for any detailed description here. But it may be 
said that their activities in regard to Indian trade are largely 
bound up in the financing of foreign commerce at the sea-ports. 
Like other banks, they receive deposits in India and, indeed, seek 
to attract these in order to obtain the funds required for the 
purchase (or discount) of exi)ort bills of exchange. Since 1913 
their Indian deposits have grown from 30 crores to about 74 
crores, but such deposits are collected almost entirely at the sea< 
ports. These institutions bank with the Presidency Banks. 

4. The Indian Joint Stock Banks, which now number ninety- 
five with 230 branches, include a certain number of substantial 

m2 
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institutions conducted on modem lines; many of them are, 
however, very small concerns, only twenty-four of them having 
a capital of Rs.5 lakhs or over. In the few years previous to 1913, 
there had been a remarkable expansion of joint-stock banking in 
India, particularly in the Punjab, where, owing to the opening 
of the canal colonies and the growth of the export trade in wheat, 
there was a good deal of accumulated wealth. Many of the 
banks then started were conducted on unsound lines and without 
regard to the ordinary first principles of prudent banking, with 
the inevitable result. In 1913-14 no less than fifty-four Indian 
managed banks with a total paid-up capital of Bs.l44 lakhs went 
into liquidation. Since then the annual liquidations have been 
of small mushroom banks, and the larger Indian banks now in 
existence arc probably sound and well managed. The failures 
of 1913-14 undoubtedly gave a considerable set-back to the 
spread of banking, especially in Northern India, when previous 
to these failures the banking habit showed signs of taking root. 
Nevertheless, there has subsequently been a steady increase in 
the total deposits, as will be seen from the following figures : — 


IDErosiTs OP Joint Stock Banks on Dkcembeii :51st. 


1900 

1912 

1912 

1914 

1915 

1916 

1917 

1918 

1919 


Lakhs. 

807 

2726 

2410 

1837 

1888 

2572 

3216 

4214 

6127 


5. As regards the indigciious banking system, adequate atten- 
tion has not perhaps been given to its scope and to the exteyt to 
wliicli the Presidency Banks, at their head olficcs and branches, 
have helped to finance the internal banking system of India by their 
purchasing and re-discounting of internal bills of exchange, known 
generally as hundis. This matter has, however, a direct bearing 
on the question of banking development in India, and I accord- 
ingly reproduce a brief description of the system from a summary 
of it prepared for the use of the recent Currency Commission 
(pp. 13-14 of Appendices to Report of Indian Currency Committee, 
1919) : 


The people with whom the Bank deals directly are for the 
most part large shroffs of good standing in the principal cities. 
These men operate with their own capital and, generally speak- 
ing, it is only when they have laid out all their available 



1921] 


THE IMPERIAL BANK OP IHDIA 


IBl 


capital in purchasing the hundis of other (and usually smaller) 
shroffs that they come to the Presidency Bank. The shroffs 
whose hwidis the larger shroffs have purchased have probably 
also similarly financed other and still smaller shroffs or 
mahajans, and so on until wc get down to the smallest flea of 
all, namely, tiie village bania, or grain dealer or goldsmith. 
For instance, shroff A. at Amritsar may purchase a bill drawn 
by a grain dealer upon a Bombay merchant. A. may endorse 
the bill and sell it to B., a large shroff at Tiahorc, who sells it 
to the Presidency Bank, which sends it to their Bombay Agency 
for collection. Or the bill may be a pure finance bill (generally 
known as a “ hand ” biU, as opposed to a “ trade ” bill drawn 
against produce). 

Speaking very generally, it may be said that the Bank’s 
real secin-ity in the matter of purchasing or re-discounting bills 
is the personal standing of the drawee or endorser or acceptor, 
and the Bank has an elaborate and very efficient system of 
limits, whereby the amount of bills discounted for each shroff 
is wat(5hcd. Put very briefly, the system is as follows : 
Shroff A. is given in the Bank’s register a limit of, say, 20 lakhs, 
and at the same time the names of the drawers of the bills 
purcJiascd from him by the Bank are watched. The Bank 
may have purchased from A., say, 15 lakhs of bills, the drawers 
of which are B., C., D., E., etc. If it is* observed that shroff A. 
has been purchasing rather too many bills fi*om shroff D., who 
is of comparatively small standing, or about whom not much is 
known, A. will ho liable to be turned down, or, if the fact has 
been noticed by the Head Office, the Branch will at once be 
told to go slow. 

As already mentioned, hundis arc of two kinds — ^pure 
finance bills, known as hand bills, and trade bills. The Bank 
arc much more particular as to the amount of the former that 
they discount for a shroff than the latter. This is not because 
they receive any documents on account of trade bills (their 
direct security is just as personal as in the case of hand bills), 
but because they know that, somewhere or other, produce or 
goods exist against the credit so created, that such goods must 
have been hypothecated to one or other of the shroffs whose 
names are on the bill, and that, if anything goes wrong, such 
shroff will be able to realise on the goods and so to reimburse 
the subsequent holders of the bill, to whom he is liable. In the 
case of hand bills, on the other hand, it is impossible to say 
definitely Jiow far these represent a genuine trade demand 
or not. 

The note then discusses some data supplied to show the extent 
of the huvdi business done by the banks over a period of years, 
from which it appears that on some occasions over a third of the 
banks’ total advances have been represented by the purchase of 
hundis, and proceeds : 
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It may be said broadly that the hundi rate rises and falls 
with the bank-rate proper, though somewhat in advance of 
it, and naturally so, for one is a discount rate and the other a 
rate for day-to-day loans. Thus, at the beginning of the busy 
season, the huruli rate would usually be higher than the bank- 
rate; the reverse being the case when the slack season is about 
to beg^n, so that the humli rate may be said to be a sort of 
long-distance signal. When the Bank finds that it is not getting 
enough hundisy and its money is lying unemployed, it puts down 
the humli rate; when, on the other hand, it feels that it has 
already got too much money in the bazaar, or, for some reason 
or other, wishes to consolidate and conserve its resources, it 
puts up the Mimli rate, and may even go to the length of refus- 
ing to buy new hundis. No cases have come to official notice 
of a Presidency Bank making a wiiolesale refusal to renev) 
humiis, although it may cliarge a rate considerably higlier than 
that at which the original Mindi was discounted. On special 
occasions, when the Bank is very hard pressed for money, it 
may impose a prohibitive rate on the bazaar, so as to forces 
shroffs to endeavour to raise money elsewhere rather than to 
renew their hundis with the Bank. 

6. It will be clcjir from what is said above that one of the 
dominant features in the situation is tlic backward condition of 
India in respect of up-to-date banking facilities. It sliould, 
indeed, be noted that at the present time thert^ are more than 
200 districts in India and Burma in whicli then^ is no branch of 
the Presidency Banks, and that in only a very few of them is 
there a branch of a Joint Stock Bank of any importanc*<i doing 
business on modern lines. 

As regards the Presidency Banks, therc^ was little ])robahility 
that under conditions in which three banks were working inde- 
pendently, any further substantial increase in tlu' number of 
branches could bo looked for, owing mainly to considc*ratioifs of 
territorial limits ami of ])rofit and loss. Theoretically, perhaps, 
it can be argued that in the d<;velo])ment of banking it is desirable 
to rely on spontaneous growth as the result of privates enterprise. 
It must be confcNssed, how^evcT, that under this policy of non- 
interference, advance in India has been but tardy and confinecl 
within very narrow limits. It is, of course, possible^ to attribute 
this fact to the proclivity of tlu? ])oopl(? of India for Jiolding their 
savings in the form of e,oin or bullion. But it woidd bo possible 
to exaggerate the conservatism of the Indian people in this respect. 
A remarkable advance has taken jilace in the popularity of tlie 
note issmj in recent ycvirs, as a result of improved facilities for 
encashment, while the success of the propaganda associated with 
the India War Loans threw an instructive light upon the amount 
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of money in the country, which is lying sterile and awaiting 
diversion into more profitable employment. There has also been 
a marked advance in the amount of deposits; the post office 
savings bank deposits, which at the end of the War, in spite of 
large withdrawals in its opening months, stood at nearly Rs.l9 
crores, as compared with less than Rs.lO crores in 1900, while the 
co-operativo institutions have also undergone a marked if more 
modest development. Public opinion in India has in recent 
years been growing more articulate as to the necessity for a 
widespread increase in banking facilities, if India’s industrial 
development is not to be hampered, and if the people arc to be 
weaned from their predilection for holding their savings in a 
metallic form. T4ie subject was brought prominently to the 
notice of the Industries Commission, and the cun*ency difficulties 
of tlie Government during the War necessarily tended to force 
it more on tlieir attention. As the Government of India have 
pointed out, however, it would not be altogether correct to 
ascribe tlie existing state of affairs solely to the ingrained habits 
of the people, their ignorance, their conservatism and their 
suspicion, which can only be removed by tlie process of education. 
That tlie spread of education will work a steady and substantial 
change in the mental attitude of the people in this matter is 
practically certain, but it is useless to educate people into civilised 
Jiabits as regards keeping their money, if tlure are not at hand 
banking facilities for them to do so. Progress in these two 
respects must go Iiand-in-hand. Even, however, in tlie present 
stage of educational development, there is undoubted room for a 
much larger supply of banking facilities as witnessed by the 
temporary success of certain Northern India banks already 
referred to. In sliort, it is evident that the first essential of any 
scheme for improving the banking machinery in India was that 
it should contribute towards the solution of the problem here 
disclosed. 

7. I must now turn to another important aspect of the situa- 
tion, namely, the intimate connection wliich exists in the case 
of India between the operations of the Government in the 
currency department and those of trade. This connection applies 
alike to the foreign and to the internal trade. In tlie case of the 
former we have the fact that the Secretary of State has large 
obligations to meet in England every year on behalf of India. 
At the same time, in normal conditions, there is a large net 
indebtedness of trade to India, and this is set off to a gi’cat extent 
by the Secretary of State selling to trade in London bills to be 
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honoured in India at the Government treasuries at the Presidency 
towns. In the alternative, trade had to import sovereigns, but 
whichever method of remittance is employed the obligation fell 
on the Government of supplying currency to the extent and in 
the form required to pay for the produce expected. Within 
India again the machinery is very similar. In settlement of 
Council bills large sums are ordinarily payable by Government 
to the traders in the Presidency towns. On the other hand, 
traders there have to pay for produce up-country, whether for 
export or for local manufacture and consumption. Simultane- 
ously the Government revenue comes in at a large number of 
treasuries up-country, and from the proceeds of this Government 
sells transfers to the traders on these interior treasuries, receiving 
payment therefor at headquarters. Omitting complications of 
detail, the broad fact remains that Government has intervened 
to undertake the supply of currency and the remittance of funds 
on wholesale lines throughout the country, the movements of 
funds on Government and on trade account being connected at 
every point. The net result is that the sur])lus treasury funds of 
Government tend to be drawn up towards its treasuries at liead- 
quarters, and ex])orience has siiown that it is by thus centralis- 
ing them that they can from the point of view of the Government 
be most economically employed. 

While, liowever, branches of the banks at centres up-country 
have usually conducted the treasury business of the Government, 
and retained such local treasury bcalances as the Government 
may have held there, this has not been the case in the Presidency 
towns, where the Government maintained separate reserve 
treasuries, and it is into these that the bulk of the surplus balances 
of Government has in the x)ast been drawn. The Governmetit 
have, it is true, been under an obligation to keep certain minimum 
balances with the Presidency Banks, and this contractual 
minimum has in recent years been substantially tjxceedcd. But it 
has been a subject of substantial and repeated criticism that the 
retention of the Reserve Treasury system has been unscientific 
and uneconomical, involving as it does the lock-up of funds 
which might be usefully released for the benefit of trade, and 
the pressure of war conditions forced both the Banks and Govern- 
ment to realise (dearly the practical benefit of a common policy. 
The extent to which a modification had in practice been adopted 
will be seen by a comparison of the disposition of the Government 
of India’s treasury balances during the three pre-war years with 
that for the three years ending with March 1920. The figures 
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represent averages throughout the year, and are in lakhs of 
rupees : 



Total 

Cash 

Balanco. 

1 


Presidency Banks. 

Year. 

Rose r VO 
; Treasuries. 

1 

Other 

TreosuricB. 

Hoad 

Onioes. 

i 

1 Branches. 

Total. 

1911-12 

1794 

1 5.52 ' 

S2K 

! 169 

i 1 

; 245 

414 

1912-13 

2352 

1071 

830 

! 208 

i 243 

451 

191.3-14 

2460 

1 991 

1 918 

1 230 

I .321 

560 

1917 IK 

2524 

! 425 

817 

823 

! 459 

1282 

1918-19 

1880 

199 

650 

677 

i 3.54 

1031 

1919-20 

1979 

j 14G 

676 

828 

1 .329 

1157 


8. To recapituLate, it may be said that the amalgamation of 
the Presidency Banks has been influenced by the following im- 
immediate considerations, and that these constitute the main 
principles underlying the scheme. 

In the first place, it has, for some years, been felt that the 
interests of the Presidency Banks were common and demanded a 
co-ordinated policy. This was particularly the case during the 
war, when it was found that friendly, though informal, co- 
operation botAvecn the authorities of the three banks proved much 
to their mutual interest. (Incidentally, the possibility that 
powerful banking interests in London might eventually obtain 
control of Indian interests, more particularly those of certain 
Indian Exchange Banks, lent added emphasis to the importance 
of consolidating the position of the Presidency Banks.) 

Similarly, the events of the last few years have resulted in 
Government being in mucli more intimate personal touch with 
the Presidency Banks than formerly, with much benefit to them- 
selves as well as to the banks and the general public. It was 
important to ensure that these relations should continue. 

Thirdly, the necessity of providing more adequate banking 
facilities in India was becoming more and more insistent, and it 
was evident that a consolidated bank in close association with 
Government (and with access to London — a point which will be 
further referred to shortly) would be in a far better position than 
the existing institutions to provide for healthy banking develop- 
ments in India, while at the same time bringing the resources of 
the Government into closer and beneficial relation with the 
commercial interests of the country. 

9. The importance of these considerations has been recog- 
nised in proposals formulated in the past for the amalgamation 
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of the Presidency Banks. In the course of the earlier discussions, 
however (a summary of which will be found in Appendix XIII. 
of the Report of the Indian Currency Commission of 1913), 
suggestions of a much wider scope were also put forward, including 
developments which would associate the banks directly with the 
whole currency and excliange policy and administration of the 
Government of India, including the management of its paper 
currency and its foreign remittance business. The discussions, 
in fact, trended in the direction of the creation of a State Bank, 
and in an anncxiirc to the report of the 1913 Commission, Mr. 
Keynes outlined a definite scheme for the formation of such a 
bank. The earlier proposals fell through for various reasons, 
such as provincial jealousies between the three banks and luke- 
warmness in other quarters, while, in the case of Mr. Keynes* 
scheme, consideration was postponed as the result of the War. 
The revival of the question after the armistice may be said to have 
been due to a natural banldng evolution, and it was felt that it 
was undesirable to attempt to force a spontaneous growth whicjli 
will in any case provide a most valuable foundation for any 
further development to which circumstances may point later on. 

It was considered, liowever, that tlie time was not yet ripe 
for an advance in these directions. As regards the note issue, 
with the whole ciiiTcncy arrangements of Government still deeply 
affected as tins result of war conditions, it would manifcistly have 
been impossible for the new bank to contemplate the undertaking 
of this responsibility. The (Jovernment of India, however, 
indicated, when placing the scheme before the Secretary of State 
for India, that when a stable position has been reached and 
currency conditions have settled down, it may be anticipated 
that the management of the paper currency in India will consist 
of a more or less routine ajqdieation of authoritatively accepted 
principles, and in that case the question of the employment of 
the bank as the agent of (iovernment in this matter may in the 
future need further consideration. It may also be noted that 
the Government of India have taken power to adopt, within 
modest limits, the system in force in the United States, of pro- 
viding for some automatic expansion and contraction of the 
currency by basing the issue of new notes to some extent on 
Commercial Bills, since under the Paper Currency Amendment 
Act of 1920 they may authorise the Controller of Currency to 
issue currency notes up to a Urait of Rs. 5 crores against bills of 
exchange which will mature witliin ninety days of the date of 
issue. Details of the exact method of utilising these powers 
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remain to be settled, but there is little doubt that the machinery 
of the Imperial Bank will be employed in giving effect to the 
arrangement. 

It was held that very similar objections applied to an imme- 
diate extension of the scope of the present scheme by entrusting 
the banks with the remittance business of the Secretary of State. 
But, short of this, it was decjided, subject to certain limitations,, 
to allow the bank access to lAWulon by the establishment of a 
London office. Access to London would, of course, form part of 
any wider scheme, but while it may not possess the same cardinal 
importance as the other features of the present amalgamation, 
the Presidency Banks have, in the past, individually and collec- 
tively felt it a grave reproach that they should be deban’ed 
therefrom. Certain obvious advantages would accrue from a 
London office, which would enalde them to keep in touch with 
financial developments and financial o])inion in Europe, and there 
was no reason why this legitimate wish should be any longer 
refused them. 

10. Informal conversations on the whole subject took place 
between the Government and the banks shortly after the 
armistice, and these were followed by formal proposals putting 
forward an amalgamation scheme. After general acceptance of 
the main principles of the scheme by Government and tJie share- 
liolders of the banks, it was placed before the Indian legislature, 
and the Act, defining the constitution and functions of the new 
bank, was ])assed in September 1920. Tliis has been supple- 
mented by a statutory agrcjcment under Ihc Ac*t embodying the 
contractual relations entered into betweem Government and the 
bank, while a certain amount of important dcdail in tlic matter 
of the current administiation of the bank will be dealt with by 
by-laws under the Act, to be framed by tiu' governing body of 
the bank with the previous approval of the Govoi'iiment of India. 
I will first stale as concisely as jiossihle the main framework of the 
scheme embodied in these documents, and will follow this up by 
such detailed explanation as seems to be needed : 

(tt) Capital.— T\\Qi Imperial Bank of India is formed by an 
amalgamation of the three previously existing Presidency Banks, 
their undertakings vesting in it, and the shares of existing holders 
being exchanged, subjee.t to certain adjustments, into shares of 
the new bank. The amalgamation has been accompanied by an 
increase of capital, the authorised capital of the new bank being 
fixed at Ils.1125 lakhs (of which Rs.562^ lakhs — or one-half — will 
be paid up at the outset) and the reserves at 375 lakhs, against 
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an aggregate of 375 and 380 lakhs respectively for the older 
institutions. 

(b) ConstUution , — The governing body of the new bank will 
be a Central Board, which may “ exercise such powers and do all 
such acts and things as may be exercised or done by the bank, 
and are not by this Act exiDrcssly directed or required to be done 
in general meeting.” 

The functions of the central and Local Boards are defined by 
by-laws, which are subject to the apjwoval of Government. 
Briefly, the Central Board will deal only with matters of general 
policy, such as the movement of funds from one part of India to 
another, the fixation of the bank rate, w^hich will in future be 
uniform for the whole of India, and the xmblication of the weekly 
statement. Locial interests are safeguarded by the retention of 
the existing Boards in the throe Pi'esidency towns, and tJiese will 
have very large i^ow'^ers of autonomy. I^he Central Board will 
have general power of control over the Local Boards, but will not 
ordinarily be entitled to intt^rfere in individual cases, e. g. while 
there would be no limit to the I^ocal Boards’ powers to advance 
on Government se(;uritics, it would bt^ open to the Ontral Board 
in an emergency to instriujt a Local Board to curtail advances, 
cither generally or to particular classes of industries, etc. The 
Central Board is responsible for settling disputes between Local 
Boards. It is incumbent on the Local Boards to keep the Central 
Board duly informed of all important developments, and to supply 
any statistical or other infiwmation called for. 

The constitution of tJie Central Board {vide para. 11 {b) below) 
is designed to secure on it adequate representation of all important 
interests concerned, including Government, the Local Boards, 
the shareholders and the general public. As, however, it would, 
in practice, not be feasible for a Board so constituted to meet 
with sufficient frequency to administer the current business 
falling witJiin its sphere, it is provided under the by-laws that 
the discharge of these functions shall ordinarily be delegated to 
a small managing committee, this including the managing 
Governors, the Controller of Currency and representatives of the 
Local Board at the place where the meeting is held. This committee 
will meet regularly and enjoy the full administrative powers of 
the Central Board subjet^t to any special instructions which it 
may receive from the latter. It is contemijlated that the Central 
Board shall sit for alternate periods at Calcutta and Bombay, 
meetings being held at fixed intervals, and additional meetings 
summoned whenever necessary. Any Local Board has the right 



1921] 


THE IMPERIAL BANK OF INDIA 


159 


to require a full meeting of the full Central Board to bo summoned 
at any time to consider any special matters, as, for example, if 
it is dissatisfied with the orders of the smaller body. 

As a matter of convenience it may eventually be found advan- 
tageous to make some readjustment of territory between the 
present three Local Boards, and as business develops, it may 
become desirable to constitute new Local Boards at such centres 
as Rangoon and Cawnpore ; provision has accordingly be^>n made 
for this contingency in the Act. The Members of each Local 
Board are elected by the shareholders borne on the local 
register. 

(c) BusiTiess . — The bank will act as banker for Government, 
and undertake and transact any business that the Government 
may from time to time entrust to it. Apart from Government 
work, the business of the bank will generally follow the lines of 
that of the Presidency Banks; opportunity has, however, been 
taken to remove certain restrictions which, while not affording 
any real safeguard, had proved inconvenient in practice. 

(d) London Office. — ^Thc bank will have an office in London. 
This, while not competing with the Exchange Banks in ordinary 
exchange business, will bo in a position to conduct business on 
behalf of the bank’s own constituents, and to re-discount bills 
of exchange for the exchange and other banks. 

(e) Rederve Treasuries . — By agreement, the Government have 
appointed the bank as their sole banker in India. This involves 
the abolition of the reserve treasuries, and the keeping of all their 
treasury balances with the bank at places wlicre it has a local 
head office or a branch. In addition, transfers of money for 
the general public between any two places, at each of which a 
local head office or branch of the bank is situated, will no longer 
be undertaken by the Government. The bank will give the 
public every practicable facility for transfers of money at rates 
not in excess of those approved by ilic Controller of (Currency, and 
will also an*ange, e. g. in connection with the encashment of notes, 
to supply the public so far as possible with the form of currency 
required. 

(/) Public Debt . — The bank will retain the administration 
of the public debt work, and wiU use its best endeavours to 
introduce a large measure of decentralisation and simplification 
of procedure therein. 

(g) New Branches. — ^The bank has undertaken, within five 
years from the commencement of the Act, to establish and 
maintain not less than 100 new branches, of which at least 
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ono’fourth will bo established at such places as the Government 
of India may direct. 

11. It is desirable to develop some of the above points rather 
more fully : — 

(a) Capital and Reserves of the neto Bank . — Of the total author- 
ised capital of the new bank, viz. R8.1125 lakhs, Us. 375 lakhs 
consists of fully paid shares of Us. 500 each (representing the 
capital of the shareholders in the existing Presidency Banks), 
and the balance of Us.750 lakhs of quarter paid sliares of Bs.500 
each with Us. 125 paid iq), these latter liaving been offered in the 
first instance at jiar to existing shareholders of the Banks of 
Bengal and Bombay and at a premium of Us. 100 to shareholders 
of the Bank of Madras. Some adjustment of the existing reserves 
has taken place in order further to equalise the position of the 
shareholders in the three banks, and the total reserve of the ncAv 
bank will stand at Us.375 laldis, as soon as the now shares issuable 
to the shareholders of the Bank of Madras have been taken up 
and the premiums thereon credited to the resei-ve. 

While it was recognised that there might be some advantages 
in having no uncalled capital, it was thought that the circum- 
stances in which the new bank was inaugurated outweighed this 
general consideration. There was no immediate necessity for 
the employment of the full Hs. 750 hikhs of new capital, and it 
seemed preferable to call up only so much as could be j^rofitfibly 
employed at once, leaving power to the management to make 
further calls as required. 

It was not thought desirable that the informal association 
of Government with the bank should be accompanied by any 
participation by them in its share capital. 

When the new capital has been fully taken up (a period 
grace uj) to the end of July 1921 has been allow(Ml to enable 
shareholders absent from India the necessary opportunities for 
the purpose), the Banks’ position as regards capital and reserve 
will stand as follows : 


Authoi'isod . . 

Fully paid capita,! . . 

Partly paid capital (Rs. ;50 lakhs 25% paid) . . 
Total capital paid up 

Reserves 

Reserve liability of shareholders 


Rs. lakhs. 
1125 
376 
187 
662 
376 
662 i 


The new bank came into being on the 27th January, 1921, 
but, for the reasons just given, a short period will elapse before 
the above position is actually reached. 
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(6) Constitution , — ^The composition of the Central Board is 
as follows ; 

(i) The presidents and vice-presidents of the existing Local 
Boards (these being of course the representatives of the share- 
holders). 

(ii) The Controller of Currency or such other officer as may be 
nominated by Government (for his functions and powers, see (e) 
below). 

(iii) Such number of persons not exceeding four as may be 
nominated by Government. (The object of tlicso nominations 
is to ensure that the interests of the Indian community generally 
should be adequately represented in so far as this may not be 
secured by the representatives of the Local Boards on the Central 
Boards.) 

(iv) The Secretaries of the Ijocal Boards. 

(v) One or two Managing Governors to be appointed by the 
Government of India after consideration of the recommendations 
of the Central Board, and to hold office for such period as the 
Government of India may direct. (It may be noted that the 
first two governors are Sir Norcot WaiTen and Sir Robert Aitken, 
formeiiy Secretaries and Treasurers of the Banks of Bengal and 
Bombay respectively, Sir Bernard Hunter, who formerly held 
that position in the Bank of Madras, having been appointed as 
the first London IMaiiager.) 

(vi) Sucli representatives of Ijocal Boards subsequently 
constituted as the (central Board may prescribe. 

Governors a])])oiiitcd under clauses (ii), (iv) and (vi) while 
entitled to attend all meetings of the Central Board and to take 
part in its deliberations, will not be entitled to vote on any 
question arising at any meeting. The Central Board will have 
the power of decentralising the business of the bank by the 
creation of new Local Boards, and also, with the previous approval 
of the Government of India, of making by-laws on certain 
important matters including the delegation of its own powers or 
those of the Local Boards and Managing Committees. 

Local jealousies were a serious impediment in the w^ay of 
earlier proposals for amalgamation. But it is believed that by 
the arrangements adopted a satisfactory solution has been found 
under which important matters requiring uniformity of policy 
will be retained in the hands of the Central administration, 
without disturbing the local control and experience necessary for 
the efficient transaction of business by the Local Boards. 

(c) Business , — ^Apart from the general powers necessary for 
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the conduct of Government business, establishment of branches 
and agencies, the acquisition of premises, and so forth, the kinds 
of business which the bank is authorised by law to transact, 
and those which it is precluded from transacting, are set out in the 
schedule below. The general criterion as to what business is 
admissible, and what is not, has already been indicated, and no 
special further explanations on this point appear to be required : 

SCHEDULE OF IMPERIAL BANK OF INDIA ACT. 

Part I. 

Business which the Bank is authorised to cAirry on and transact. 

The Bank is authorised to carry on and transact the several 
kinds of business hereinafter specified, namely : — 

(a) the advancing and lending money, and opening cash- 
crexlits upon the security of : 

(i) stocks, funds and securities (other than immovable 

property) in which a trustee is authorised to invest 
trust money by any Act of Parliament or by any 
Act of the Governor-General in Council and any 
secuiities of a Local Government or the Govern- 
ment of Ceylon ; 

(ii) such securities issued by State-aided railways as 

have been notified by the Governor General in 
Council under section 36 of the Presidency Banks 
Act, 1876 or may be notified by him under this 
Act in that behalf ; 

(iii) debentures or other scciu’itics for money issued 

under the authority of any Act of a legislature 
established in British India l>y, or on behalf of, a 
disti’ict board; 

(iv) goods which, or the docuimcnts of tiths to whfbh, 

are deposited with, or assigned to, the Bank as 
security for such advances, loans or credits; 

(v) accepted bills of exchange and promissory notes 
^ endorsed by the payees and joint and several 

promissory notes of two or more persons or firms 
unconnected with each other in general partner- 
ship ; and 

(vi) fully paid shares and debentures of companies with 

limited liability, or immovable property or docu- 
ments of title relating thereto as collateral security 
only where the original security is one of those 
specified in sub-clauses (i) to (iv), and if so author- 
ised by any general or special directions of the 
Central Board, where the original security is of 
the kind specified in sub-clause (v) : 
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Provided that such advances and loans may be made, if the 
Central Board thinks fit, to the Secretary of State 
for India in Council, without any specific security ; 

(b) the selling and realisation of the proceeds of sale of 

any such promissory notes, debentures, stock-receipts, 
bonds, annuities, stock, shares, securities or goods 
which, or the documents of title to which, have been 
deposited with, or assigned to, the Bank as security 
for such advances,, loans or credits or which arc held 
by the Bank or over which the Bank is entitled to 
any lien or charge in respect of any such loan or 
advance or credit or any debt or claim of the Bank, 
and whi(jh have not been redeemed in due time in 
{iccordanee with the terms and ('conditions (if any) 
of such deposit or assignment; 

(c) the advancing and lending money to Courts of Wards 

upon the security of estates in their charge or under 
their superintendence and the realisation of such 
advances or loans and any interest duo thereon, 
provided that no such advance or loan shall be made 
witliout the previous sanction of thi^ J.iOcal Govern- 
ment cone’erned, and that the period for which any 
such advance or loan is made shall not exceed six 
months ; 

((/) the drawing, accepting, discounting, buying and selling 
of bills of exchange and other negotiable securities 
payable in India, or in Ceylon; and, subject to the 
general or sp(H'.ial directions of the Governor General 
in Council, the discounting, buying and selling of 
bills of exchange, ])ayable outside India, for and from 
or to sucli Banks as the Governor General in Council 
may approve in that behalf ; 

(c) the investing of the funds of the Bank upon any of the 
securities specified in sub-clauses (i) to (iii) of clause 
(a) and (converting the same into money when required, 
and altoj’ing, converting and transposing such invest- 
ments for or into others of the investments above 
specified ; 

(/) the making, issuing and circulating of bank-post-bills 
and letters of credit made payable in India, or in 
Ceylon, to order or otlierwisc than to tlie bearer on 
demand ; 

(g) the buying and selling of gold and silver whether coined 
or uncoined ; 

{h) the receiving of deposits and keeping cash accounts on 
siich terms as may be agreed on; 

(f) the acceptance of the charge of plate, jewels, title-deeds 
or other valuable goods on sucJi terms as may be 
agreed on; 

( 7 ) the selling and realising of all i)ropcrty, whether move- 
able or immovable, which may in any way come into 
No. 122. — VOL. XXXI. ^ 



164 THE ECOKOMIO JOURNAL [JUNE 

the possession of the Bank in satisfaction or part 
satisfaction of any of its claims; 

(k) the transacting of pecuniary agency business on com- 

mission ; 

(/) the acting as administrator, executor or trustee for the 
purpose of winding up estates and the acting as agent 
on commission in the transaction of the following kinds 
of business, namely : — 

(i) the buying, selling, transferring and taking charge of 

any securities or any shares in any public Company ; 

(ii) the receiving of the proceeds whether principal, 

interest or dividends, of any securities or shares ; 

(iii) the remittance of such proceeds at the risk of the 

principal by public or private bills of exchange, 
payable either in India or elsewhere ; 

(m) the drawing of bills of exchange and the granting of 

letters of credit payable out of India, for the use of 
principals for the purpose of the remittances men- 
tioned in clause (/) and also for private constituents 
for hona fide personal needs ; 

(n) the buying, for the purpose of meeting siicli bills or 

letters of credit, of bills of exchange payable out of 
India, at any usance not exceeding six months; 

(o) the borrowing of money in India for tlie purposes of 

the Bank’s business, and the giving of security for 
money so borrowed by pledging assets or otherwise ; 

(p) the borrowing of money in England for the purposes of 

Bank’s business upon the security of assets of the 
Bank, but not otherwise; and 
{q) generally, the doing of all such matters and things as 
may be in(jidcntal or subsidiary to the transacting 
of the various kinds of business hereinfore specified. 

Part 11. 

Business which the Bank is not authorised to carry out or transaci. 

The Bank shall not transact any kind of banking business 
other than those specified in Part I and in particular : — 

(l) It shall not make any loan or advance : 

(а) for a longer period than six months, or 

(б) upon the security of stock or shares of the Bank, or 
(c) save in tlie case of the estates specified in clause (c) 

of Part I, upon mortgage or in any other manner 
ujjon the security of any immovable property, or 
the documents of title relating thereto. 

(2) The Bank shall not (except upon a security of the kind 
specified in sub-clauses (i) to (iv) of clause (a) of Part 1) discount 
bills for any individual or partnership-firm for an amount 
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exceeding in the whole at any one time such sum as may be 
prescrib^, or lend or advance in any way to any individual or 
partnership-firm an amount exceeding in the whole at any one 
time such sum as may be so prescribed. 

(3) The Bank shall not discount or buy, or advance and 
lend, or open cash-credits on the security of any negotiable 
instrument of any individual or partncrsliip-firm, payable in 
the town or at the place where it is presented for discount, 
which does not carry on it the several responsibilities of at 
least two persons or firms unconnected with each other in 
general partnership. 

(4) The Bank shall not discount or buy, or advance and 
lend or open cash-credits on the security of any negotiable 
security having at the date of the proposed transaction a 
longer period to run than six months or, if drawn after sight, 
drawn for a longer period than six months : 

Provided that nothing in this Part shall be deemed to 
prevent the Bank from allowing any person who keeps an 
account with the Bank to overdraw such account, without 
security, to such extent as may be prescribed. 

(d) London Office ., — The general restrictions on the business of 
the London Office have alrotady been stated, and as is laid down 
by tlie Schedule just cited, bills of exchange payable outside 
India may only be bought or sold for, or from, or to such banks 
as the Government of India may approve in that behalf. Also 
the London Office may not open cash credits or keep accounts 
for, or receive deposits from, any person who is not, or has not 
been within the three yciirs last preceding, a customer of the 
bank or of one of the Presidency Banks in India (or Ceylon). 
In addition, the agreeiTKiiit })rovidcs that the London Office must 
present to the Secretary of State for imlia every week a state- 
ment of the total Government balances held by it and of its 
resources in Ijondon, and that the Secretary of State shall be at 
liberty (after due consultation with the bank) to withdraw money 
in London against a corresponding debit to the Government 
account with the Bank in India. 

(e) Reserve Treafiuries . — 1 have already dealt at some length 
with the general aspects of this question. Two xH)ints, however, 
remain to be noted. In the first place it was necessary to consider 
what further safeguards, if any, should be taken from the new 
bank, ov^r and above those previously existing, in view of its 
enlarged aggregate responsibility in the matter of the custody 
of the public funds, and of the fact that with the definite abolition 
of the Keserve Treasuries, there would be a loss of the power to 
withdraw at any time from the bank the j^ublic deposits in excess 
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of the guaranteed minimum, a power which in the past has 
necessarily enabled the Government to exercise an informal 
influence over the general policy of the banks. The solution 
adopted w«i.s to rcsciwe to the Government of India power to 
issue instructions to the bank in respect of any matter which 
in their opinion vitally affects their financial policy or the safety 
of the public balances, and, in the event of the bank disregarding 
such instructions, to declare the agreement with tlie bank to be 
terminated. It is primarily for this reason that a representative 
of the Government has been given a place on the Central Board. 
It will be his function and duty to keep in touch with the bank’s 
general policy, and he will have the statutory poAver of holding 
up action on any matter of high importance of the above descrip- 
tion, pending the orders of Government thereon. In practice 
this arrangement will have advantages from the point of view of 
the bank also, since it may be expected that the presence of an 
experiencjed Government officer on the Board will conduce to 
smooth working, and hcl]) to ensure that the bank is kej)! fully 
and rapidly informed of Government’s requirements in the matter 
of funds, and of the way in which Government’s policy is likely to 
react on its own. 

The second question is that of the financial adjustments with 
the bank required in view of the concessions conferred on it, 
and in particular tlie increased use of Government funds free of 
interest. The concession is obviously a valuable one, and it 
might be argued that there was justification for participation by 
the State in the profits of the bank, as, for example, by tlio pay- 
ment to the former of interest upon the average amount of 
Government deposits above some specified sum, or by a definite 
share of the i)rofits after a certain dividend has been realificd. 
There were, however, certain important considerations on the 
other side. In th('. fii’st place, the undertaking to ado])t .a pro- 
gressive; policy in the matter of opening new branches will, there 
is little doubt, for some time result in a loss to the bank on their 
working. Those centres of trade at which a branch is likely to 
show a profit in the near future had to a large extent already been 
exploited by the three Presidency Banks, and, as new branches 
are established, a comparatively longer time must elapse before 
the opening up of the localities concerned will result in a business 
profit to the branches of the bank established therein. Secondly, 
the possession of additional funds derived from Government will 
entail additional responsibilities, and it will be necessary for the 
new bank so to arrange its policy as to maintain itself in a position 
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to meet sudden and unforeseen demands, which have previously 
fallen on the reserve treasuries. Thirdly, the bank will no longer 
be entitled to receive any fixed minimum in tlie way of a Govern- 
ment balance at individual branches, and it follows tliat by this 
pooling of resources, it will, at certain times, be using its own 
private funds for Government purposes. Apart, therefore, from 
tlie case of the public debt, where the cost of the work involved 
can be fairly accurately estimated and will be paid for with refer- 
ence to its actual volume, it was felt that data were lacking to 
balance the account however roughly. It was consequently 
decided that no financial adjustment should be made or claimed 
on either side in respect of the first few years of the bank’s working, 
but that the whole question should eventually bo reviewed in the 
light of ex])ori(.‘nce. 

(/) Public Deht . — A gi*eat deal has been done in recent years 
in the way of overhauling the procedure of the public debt 
administration. To popularise Government securities and to 
meet the convenience of the rapidly increasing number of small 
holders, it is clearly of the first importanci^ to eliminate unneces- 
sary formalities and otherwise to simplify and expedite business 
as far as possible. Previously the main work in connection with 
the debt administration, i, e, Jis regards registration of Jioldings, 
payment of interest and renewal and e()nvei*sion of securities, 
lias been centralised in the Public Debt Office at Calcutta — 
managed by the head office of the Bank of Bengal — subject to 
some limited delegation to the branch Public Debt Offices at 
Bombay and Madras — managed by the other two banks as agents 
of the Bank of Bengal. It has for a long time been clear that in 
addition to what has already been done in the way of reform, a 
radical improvement in the system of administration is still 
needed, and this will be greatly simplified now that amalgamation 
has taken place and pecuniary considerations between the three 
banks have been eliminated. Without going into details, the 
end in view is to secure that a considerable portion of the work 
connected with small holdings of securities shall be conducted in 
the districts in which these are lield, and that, in course of time, 
as the new bank establishes branches in every district, the 
majority of up-country holders will be enabled to put through at 
their district headquarters all business connected with their 
securities. 

(g) New Branches . — With regard to this development and the 
conditions which have given rise to it, it is not necessary to add 
much to what I have already said. But such importance attaches 
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to this portion of the scheme, going as it does to the root of the 
whole banking problem of India, that it will bo of interest to quote 
the remarks made by the Government of India on the subject 
in placing the scheme before the Secretary of State : 

Tlie Presidency Banks have now undertaken, as part of 
the present amalgamation scheme, to establish ] 00 new brandies 
within five years, and we have every reason to Iiope that the 
progressive policy thus initiated will be continued, until at 
least in every district, and eventually at every town of import- 
ance a branch of the Imperial Bank is established. We do not 
claim that this widespread extension of branches will work a 
sudden miracle, or will immediately prove itself the long sought 
talisman to charm tJio wealth of India from its hoards. We 
do not look for rapid or dramatic results. But a beginning 
must bo made, and we think that the mere ap])earance in the 
district of a bank which conducts Government’s Treasury and 
Public Debt business, as to whose stability there can bo no 
question, and from which local traders and dealers in produce 
can obtain advances on reasonable terms, must in due course 
inevitably have an apprecdable effect u]>on the local mental 
attitude towards banking in general, and in course of time we 
shall expect to see the new branches of the Imperial Bank 
attract a large amount of deposits from the general public in 
such localities. 

There are, moreover, other results which may reasonably 
be looked for from the large increase in the number of branches 
now contemplated. In those places in which they are already 
established, the Presidency Banks usually act as bank(5rs of the 
other local banks. They keep most of the latter’s cash, and 
it is to the Presidency Bank that a local bank turns when it 
is in difficulties, or when, in a period of tight money, it desires 
to pledge Government or other gilt-edgisd securities. The 
position of the Presidency Bank as the “ liankers’ bank ” has 
noticeably grown during recent years, and on many occasions 
have the Presidency Banks rendered valuable assistance*in 
quelling an incipient panic, or in coming to tlie relief of a local 
bank which, through no fault of its own, was in temporary 
difficulties. It cannot, we tliink, bo expected that the number 
of banks in up-country districts can be largely increased, or 
can be placed on a satisfactory footing, unless there is at their 
door a powerful bank to which a sound institution can turn 
in time of trouble and to which it can look for guidance in its 
general financial policy. Many of such banks would, of course, 
engage in business from which a Presidency Bank or its suc- 
cessor must necessarily be debarred, but it is, we think, of 
great importance that they should have behind them an 
institution on which they can rely for assistance, and which 
will form the solid background necessary for the healthy 
development of the various forms of banking — agricultural, 
industrial, and ordinary joint stock — of which this country is 
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admittedly in need. For such development, moreover, an 
equal necessity is a sufficient supply of men trained in modern 
methods of banking. The mere staffing of a large number of 
new branches of the amalgamated bank will necessarily involve 
the training and employment of Indian agency to a very much 
greater extent than at present, and the demand for and training 
of such men by the Imperial Bank should have a valuable 
influence in stimulating their supply for other banking institu- 
tions, just as the requirements of our Public Works Depart- 
ment have undoubtedly stimulated the growth of the engineer- 
ing profession in India. 

A further and almost equally important result which we 
anticipate will follow from the establishment of the new Bank 
and from the multiplication of its branches is substantial 
increase in the assistance given by it to the internal trade of 
th(^ country tlirough its relations with the indigcMious banking 
system. The extent to which the Presidency Banks already 
help to finance the internal trade of India by their purchases 
ancl rc-discoimting of internal bills of exchange, known generally 
as liundisy at their liead offices and brandies, is not j^erhaps 
always realised. The slirofTs, mahajans, chettis, and others, 
who, cither directly or by their relations with smaller bankers 
of the same kind, largely finance the movement of produce 
and of important articles of commerce such as piece-goods in 
the up-countiy markets, rely to a very great extent upon 
assistance from the Pj-esidcncy Banks wlien, in a season of 
active trade, their own capital is fully employed. On some 
occasions, for (example, the amount of hundis held by the 
Banks of Bengal and Bombay has exceeded a third of their 
total advances, and during the busy season the proportion is 
randy h*ss than a quai tcr. The connection of the Presidency 
Banks wdth up-country triidc is thus very close and intimate. 
By tlu^ rates which they charge on the discount of hundis, and 
by their willingness or refusal to extend their commitments 
in that direction they can profoundly influence the provision 
of cr(5dit and money rates in the up-country bazaars. It is 
clear that by the ramification of its operations through a 
largely increased number of branches and by its ability to 
employ more funds in the discount of hundis and similar bills, 
the amalgamated Bank will be able to irrigate the channels of 
internal trade to a substantially larger extent than is at present 
possible. 

12. The above remarks will, I hope, be sufficient to give a 
general idea of existing banking conditions in India, the circum- 
stances whicli have caused the constitution of the new bank to 
assume its present shape, and the general sphere of its activities 
and the character of tins business assigned to it. To illustrate 
the details and volume of the latter, a recent weekly statement 
is reproduced here. For the reasons already mentioned (par. 1 1 
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(a) above), the statement does not yet show as regards capital 
and reserves the position as it will be when the payments of 
capital already called up have been completely made : 

Statement of the affairs of the Imperial Bank of India on the 
18th March, 1921. 


Ltabilittes. Ra. (OOO’a). Assets. Ra. (000*s). 

Subacribed capital 7,23,60 (Jovemment securities . . 11,75,04 

Capital paid up . . . . 4,62,15 Other authorised securities 

Reserve .. .. .. 3,53,84 under the Act .. .. 1,40,11 

Public deposits .. .. 4,01,50 Loans 10,42,68 

Other deposits .. .. 74,25,37 Cash credits . . .. .. 22,11,00 

Loans against securities per Inland bills discounted and 

contra . . . . . . ■ — purchased . . . . 9,67,74 

Contingent liabilities . . — Foreign bills diacoiintod and 

Sundries . . . . . . 38,65 purchased . . . . 79 


Bullion . . . . . . 12 

Dead stock . . . . 2,06,57 

Liability of constituents for 
contingent liabilities prc 
contra 

Sundries . . . . . . 17,90 

Balances wit h other Hanks . . 34,91 


03,90,92 

Cash 22,84,65 


80,81,57 86,81,67 


The above balance sheet includes : - 


£ 

Deposits in London . . . . 9,700 Percentage 29*04 

Advances in London . . 33,800 Bank rate 6% 

Cash and balances at other 

hanks in London . . 218,920 

13. It will no doubt be observed that the sphere and functions 
of the Imperial Bank of India do not coincide with those of a 
C!entral Bank uiidor the strict definition of such an institution 
in countries where a highly developed banking system and a 
central discount market arc in being. In siicli conditions the 
ideal to bo followed in framing the constitution of a central 
bank is admittedly mainly that of a bankers’ bank, entrusted 
with the powers of the note issue in addition to other Government 
business, but in various other rospticts strictly limited in its 
functions. 

But, as I trust I liave shown, conditions in India have been 
such as to necessitate evolution on other lines. Tht? problem to 
be met differs, for example, widely from that which faced the 
framers of the Federal Reserve system in the United States, 
where many thousands of banks were already in existence, and 
where it remained merely to shape the keystone to fit the arch. 
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In India the complete foundations have still to be properly laid 
and we have to build up from the base. 

It would be premature also to attempt to forecast the lines 
which banking development in India will now follow. As has 
been seen, the policy with regard to the administration of the 
note issue and of the London remittance business of the Govern- 
ment has been left for future decision. It is probable that, in 
the event, advance will, as elsewhere, continue to bo guided by 
the forces of natural evolution and shaped by the custom and 
traditions which tJie new bank may be expected, as time goes on, 
to bring into being. 


H. F. Howard 



THE SOUTH AFRICAN RESERVE BANK 


By the passing in the Union of South Africa of the “ Currency 
and Banking Act, 1920,” in July of last year, the foundations 
have been laid for the establishment of a Central Reserve Bank. 
Prior to the coming into force of this Act, the Banking organisa- 
tion in South Africa rested upon the laws of the various provinces 
which now form the Union. These laws are more or less anti- 
quated, and are far from adequate to meet the needs of a country 
whose agricultural, industrial and commercial development is 
making rapid progress. The banking organisation has grown 
up in a hapliazard fashion, and, although widely differing from it 
in many of its details, is in its fundamental principles very similar 
to the system of decentralised [)anking reserves as it obtained in 
the United States before the passing of the Federal Reserve Act. 

The inefficiency of the system is generally recognised. Its 
essential features are that banking reserves arc scattered, each 
Bank holding its own reserves. Deposits arc as a rule employed 
in loans by way of overdraft, and to a minor extent in the pur- 
chase of bills, while short-term loans are made to the »Stock 
Exchange. Practice has sufficiently demonstrated that over- 
drafts and loans to the Stock Exchange cannot, in times of a 
threatened crisis or even of acute stringency, bo readily turned 
into cash, and cannot therefore be relied upon as a reserve in 
such circumstances. The calling in of loans at such times is 
only apt to precipitate a crisis. Commercial bills without a 
discount market — and a discount market cannot exist without a 
central bank — are a lock-up till maturity, for they cannot be 
readily converted into cash when the need for it arises. It 
follows that the only asset which in a crisis can be depended 
upon as a reserve is the actual cash held by each of the Banks. 
No bank can look beyond its own reserve at such a time, for it 
can only increase it under that system by drawing upon the 
reserves of its competitors. 

Before the passing of the “ Currency and Banking Act, 1920,” 
the right of note-issue rested with the commercial banks, and 
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was governed in the Cape Province by Act No. 6 of 1891, requiring 
bank-notes to be covered by the deposit with the Treasury of 
Government securities taken at their par value, the notes being 
legal tender and redeemable in gold ; in the Transvaal by Law 
No. 2 of 1893, requiring the banks to hold in coin in the Trans- 
vaal one-third of the amount of their notes in circulation, and 
limiting the total issue of each bank to its paid-up capital, the 
notes being redeemable in gold; in the Orange Free iState by 
Ordinance No. 20 of 1902, containing provisions similar to those 
of the Transvaal Law; while in Natal no statutory provision 
exists in regard to note issues. 

It is generally accepted that the two functions of commercial 
banking and of note-issuing should not be performed by the 
same institution. The commercial banker— whose aim is mainly 
to make profits for his shawholdcrs and expand h‘s business — 
cannot be roMcd upon to exercise as sound a judgment in the 
matter of the expansion and (jontraction of the bank-note currency 
in accordance with the needs of the country as an institution 
which is not concerned with the everyday business of the country 
and is not mainly run for profit. The multiplicity of note- 
issuing banks without a resy)onsiblo body to control their issues 
makes a uniform policy in the matter of currency creation 
practically impossible. 

The principal functions of the Central Banks of Europe are 
not defined by Ic'gislation. They are the rc'sult of many decades 
of experience, and have undergone modilieations from time to 
time, through a process of evolution, to nund. changing require- 
ments. Any law for the establishment of a CVntral Bank should 
have regard to sucii clianges becoming necessary ; but, while 
giving this elasticity, it should nevertheless lay down the funda- 
mental conditions whi(!h experience has proved to be essential 
for the successful functioning of a Central Bank, as the banker 
of the banks and as the guardian of the country’s credit. It 
must especially be in a position to helpfully intervene in times 
of stress by extending credit liberally. 

The South Afric«an Reserve Bank — the name of the Central 
Bank which derives its charter from the “ Currency and Banking 
Act, 1920 ” — is a private institution with a capital of £1,000,000 
sterling. This is to bo subscribed as to one-half by the banks 
doing business in the Union, while the remaining half is to be 
offered for public subscription. Only such ])ortion of the issue 
as is not taken up by the public will be subscribed from public 
funds. 
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History furnishes abundant proof that the control of central 
banking institutions is more soundly exercised by private citizens 
than by Governments. While no governing body of private 
citizens would be able to withstand the moral pressure brought 
upon them by their Government in a national emergency in 
favour of an unsound currency policy, it is well to establish as 
effectual a check as possible against the exercise of its “ sovereign 
right of inflation.'’ (^arc has been taken in the Act to provide 
that the Govcniment nominees on the Board of the Reserve 
Bank shall be in the minority. It is to consist of eleven mem- 
bers, of whom three (experienced in banking and finance) are 
appointed to represent the shareholding banks, three (who at 
the time of their election must be actively engaged in business) 
are to represent commerce, agriculture and industry, and three 
are appointed by the Government. The Governor and Deputy- 
Governor (who shall be persons of tested banking experience) 
are appointed by the Governor-General, and are to devote their 
whole time to the business of (he Bank, and hold office for five 
years. 

The conduct of aft'airs of a Gcntral Bank should, as far as 
possible, be uninfluenced by political currents, and the Act 
provides that no person shall hold the position of a Director of 
the Bank who is a Member of either House of Parliament or of 
a Provincial Council. And it should also not be unduly influenced 
by members of the banking community, for a Central Bank 
often has to exercise a restraining influence upon the Commercial 
Banks. Although these will subscribe for half the capital of 
the Reserve Bank, their representation on the board is, as above- 
mentioned, limited to three members. 

The business of a Central Bank should not be run mainly 
for profit. Its policy should be directed primarily to upholding 
the credit of the country, and to preparing for helpful inter- 
vention in an emergency. Dividends should therefore be limited 
to a reasonable return on its capital, and adequate provision 
should be made for building up substantial reserves, especially 
in the early years. The Act conforms to these principles by lay- 
ing down that a cumulative dividend at the rate of 6 per cent, 
per annum is to be paid to the shareholders, and that any surplus 
is to be allocated to a reserve fund until that fund is equal to 
26 per cent, of the paid-up capital. Thereafter, until the reserve 
fund is equal to the paid-up capital of the Bank, one-half of the 
surplus is to be allocated to the reserve fund, one-quarter to 
the Government, and the remaining quarter — but not exceeding 
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4 per cent, on the paid-up capital— to the shareholders. If this 
remaining quarter exceeds the amount needed to pay the addi- 
tional 4 per cent, dividend, the excess falls to the Government. 
When the reserve fund is equal to the paid-up capital of the 
Bank, the surplus resulting after payment of a dividend of 10 per 
cent, to the shareholders goes to the Government. 

A provision of a somewhat unusual cJiaraeter, having regard 
to the practice of Central Banks in Eui*t)pe, has been embodied 
in the Act, which provides that the Bank may appoint agents, 
and, with the consent of the Treasury, also establish branches 
and local committees in places outside the Union. The extensive 
and intimate trade and flnancial relations of the Union with 
this country make it particularly desirable that close relations 
are established between the Reserve Bank and the Bank of 
England. An agency of the former established in London seems 
the most appropriate way of achieving this. Great benefit 
should accrue to both countries from an intimate collaboration 
of their Central Banks. 

The character of the Reserve Bank s business must be of the 
soundest, and should be concentrated upon financing the trade 
and industry of the country in times of stress. The Act limits 
its powers to discount bills to genuine commercial paper, bearing 
at least two good signatures, of a currency not ex(?eeding ninety 
days, but relaxes the provision as to duration in the case of 
agricultural bills. These may have a currency not exceeding 
six months, but the Bank's holding of such paper is not to exceed 
20 per cent, of tall its discounts. The rates at which the Reserve 
Bank will discount the various classes f)f bills arc to be published 
from time to time. 

Loans by the Bank arc to be confined to advances against 
the security of {a) stocks, debentures or bills of the Union Govern- 
ment, or of a local authority in the Union which have not more 
than six months to run ; (h) gold coin and bullion, or the docu- 
ments relating to the shipment or storage thereof ; and (c) Bills 
of Exchange and bankers' acceptances which are eligible for 
discount by the Bank as mentioned above. Apart from being 
permitted to invest its paid-up capital and reserves in securities 
of the Union Government or other (Jovernments having not more 
than two years to run, the Bank's power to invest its funds is 
limited to the purchase of debentures, bonds or bills of the Union 
Government, and of local authorities in the Union which have 
not more than six months to run. 

The Bank is debarred from engaging in trade or having an 
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interest in any commercial, industrial or other undertaking, and 
from advancing money on mortgage, making unsecured advances, 
drawing or accepting bills except on demand, and allowing 
interest on balances on current account. It is empowered to 
hold bills and balances on places abroad, a provision which is 
designed to enable it to meet sudden but temporary demands for 
exchange. Violent fluctuations of exchange due to seasonal 
requirements would by these means be avoided or mitigated. 

The Act confers upon the Bank for a period of twenty-five 
years the sole right to issue bank-notes in the Union. Its note 
issue is to be secured to an amount of not less than 40 per cent, 
in gold, or gold specie, and as to the remainder in commercial 
bills of the character above described, while it will have a first 
charge on all the assets of the Bank. 

To give the necessary elasticity to the note-issue in times 
of stringency, a provision is embodied in the Act which authorises, 
subject to the consent of the Treasury, the suspension of the 
reserve requirements, for a period not exceeding thirty days, 
renewable from time to time for periods not exceeding fifteen 
days on the following conditions: Jn respect of the amounts 
by which the reserve against notes falls below the minimum 
requirements, a graduated tax is imposed at the rate of 1 per 
cent, per annum when the gold reserve is less than 40 per cent., 
but not less than 32^ per cent., rising by 1| per cent, per annum 
upon each 2^ per eejit. deereaso by which the reserve falls below 
32J per cent. Coupled with this additional tax is an obligation 
compelling the Bank to increase its rate of discount by a per- 
centage which is at least equal to the percentage of tax levied. 

In order to allow the commercial banks who now have the 
right to issue bank-notes to adjust themselves to the new^con- 
ditioiis, and to permit the South African Beserve Bank to sot 
up its organisation, the commercial banks are empowered for a 
period of twelve months to continue issuing their own notes, 
but the reserve requirements in respect of the issue of notes, 
other than those under the (Jape Act, have been increased to a 
minimum of 40 per cent, in gold specie. Moreover, any excess 
circulation beyond that of the .31st December, 1919, bears an 
additional tax at the rate of 3 per cent, per annum. When the 
Jleserve Bank is in a position to issue its own notes after this 
period of twelve months has elapsed, the note-issuing commercial 
banks will retire their notes, and provisions are embodied in the 
Act which will probably eilcct this retirement within a period 
of two years. 



1921] 


THE SOUTH AFRIOAH RESERVE BANK 


177 


In addition to the gold reserve laid down by the Act in respect 
of its note issue, it provides for the holding of a metallic reserve 
in gold or specie of 40 per cent, of its deposits and bills payable. 

Every bank transacting business in the Union is required 
to establish and maintain with the llcserve Bank reserve balances 
equal to at least 13 per cent, of its demand liabilities (other than 
notes) and 3 per cent, of its time liabilities in the Union. Again, 
in order to permit the commercial banks to adjust themselves 
more easily to the new conditions, the requirements in respect 
of demand liabilities in the Union (other than notes) are allowed 
for a period of throe years to fall short by 3 per cent., so that 
their reserve balances with the Keserve Bank during that period 
need not exceed 10 per cent, of their demand liabilities. 

The Reserve Bank is to publish weekly a clear statement of 
its position, and the form in which this i)ublication is to take 
place should make it easily understood by the public. 

These are the salient provisions of the Act so far as it deals 
with the constitution of the South African Reserve Bank. They 
were the subject of an exhaustive and close scrutiny first by a 
(/ommitteo set up by the Union Government, then by a Select 
("ommittee of the Union House of Assembly, and finally by the 
House itself. The Act was passed by a substantial majority, 
and it may fairly be said that it has received almost general 
approval by those who have studied the question. There was 
at first a very natural reluctance on the part of the Commercial 
Banks to recognise its advantages, for they were called upon to 
relinquish valuable rights, such as issuing their own notes, while 
they no doubt also felt that the Act curtailed their former free- 
dom of action. They nevertheless, in the end, frankly acknow- 
ledged its virtues. But there are a few' critics who condemn 
the system which the Act sets up because they profess to see 
in it an instrument which fosters infiation. I'hey may be reminded 
that there is no credit organisation in existence which is capable 
of automatically and completely preventing inflation, that all 
such organisations rely to a gieater or lesser extent upon the 
wisdom and experience of those responsible for their manage- 
ment to prevent such transgression, and that any credit organisa- 
tion must permit of sufficient elasticity to fulfil the purpose 
for which it is formed, i. e. to serve as the handmaid of trade and 
industry in all their ever-changing requirements. 

But, broadly, inflation in its true meaning does not arise 
where currency and credit are based upon actual wealth in the 
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form of gold and commercial bills of exchange representing 
goods, and in a ratio which experience has shown to be safe, 
viz. 40 per cent, of gold and 60 per cent, of bills. It can only 
arise where currency and credit arc allowed to be created, not on 
actual wealth, but on promissory notes redeemable out of the 
production of wealth of the future, such as Government securities 
and accommodation bills. The Act provides safeguards which 
seem to go as far as is prudent to guard against undue expansion 
of currency and credit. In the light of the experience gained by 
the Central Banks of Europe, the South African Act should be 
capable, under wise management, of adequately fulfilling the 
functions for which it was set up. It begins its career under 
favourable auspices. The business and banking community of 
the Union and its Government are accustomed to y)rudent and 
sober methods, and there is little doubt that tlie Directors of 
the Reserve Bank, appreciating the responsibility wliich rests 
upon them, will guide its destinies on sound lines, especially under 
the able and experienced leadership of its first Governor, Mr. 
W. H. Clegg, lately Chief Accountant of tlie Bank of England, 
whoso thirty-five years’ training in tlie aimospliero of that 
institution fits him particularly well to set the wheels going of 
the South African Reserve Bank. 


Hknry Stbakoscu 



THE KEPAHATFON PROBI.EM ^ 


TjJJi discussion concerning German reparation has passed 
through various phases. In the first stage, thought was centred 
on the question of how much Germany owed. Statistics were 
compiled to show the enormous havoc and ruin wrought by the 
German armies, and the question was debated as to the values 
in terms of which tliis damage sliould be computed. This phase 
then gave wa 3 ^ to a second, in w’hich the crucial question was 
deemed to be Germany's capaeii^’. This, it was said, was the 
liuiitiiig factor in reparation. German^’ should pa 3 ' to the full 
of her capacity, the (mly question being what that capacit 3 ’^ was. 

Thought is now tending toward a third phase of the problem, 
which I trust will be the final and conclusive phase, namely, hoNV 
much payment is the world willing to accept from Germany ? 

I, myself, have alw’a 3 ’s believed that Germany's capacit 3 ^ to 
pay was very largo. An industrious and intelligent population 
of sixt 3 ’^ million persons, with a magnificent industrial equipiueiil , 
can perform prodigies once it has a proper incentive. The 
United States b 3 ^ sucli an effort during the war period built up 
external credits at a rate which probal)l 3 " reacht'd § 8 , 000 , 000 , 1)00 
per annum. This was done, to be sure, at a period of unusuan 3 " 
high prices ; but let iiS reduce our accomplishment 1 ) 3 ’ half, and 
again halve the result as allowance for our greater population 
and greater natural resources. Even this fractional remainder 
represents $ 2 , 000 , 000,000 per annum, a sum as large as an 3 '^ 
w’hich it has been seriousl 3 ^ suggested that Gei’man 3 ’^ should pa 3 '. 
It is on account of such considerations as these that I have had 
little concern as to Germaii 3 ^'s capacity’. At the Peace Con- 
ference I was favourable to a higher indemnity than man 3 ’ of m 3 ’ 
associates; and I have no S 3 uupathy to-day with the German 
assertion that the recent Paris programme involves an impossible 
economic effoil;. I have, however, recently been much impressed 

^ An address delivered at the 33rd luncheon discussion on foreign aiTaii^s 
under the auspices of the League of Free Nations Association, Hotel Commodore, 
New York City, March 12th, 1921. 
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with the difficulty in finding economic values in terms of which 
the world will be willing to accept payment from Germany. It 
must not be forgotten that paying is a two-sided transaction : 
Every payment involves the passage of something of value from 
one person to another. There must be something to give; it 
is equally essential that there be some one to receive. 

Now, we have had, to date, nearly two years’ experience with 
the actual operation of the Reparation Clauses of the Treaty. 
The final amount which Germany is to pay was, to be sure, not 
finally fixed, but the Treaty did fix an initial payment of five 
billion dollars, to be paid by May 1st, 1921, and various clauses of 
the Treaty fixed the manner in which this payment should prin- 
cipally be made. These provisions, which are embodied in 
annexes to the Reparation Clauses, deal with the German assets 
which at the time of the Peace Conference the Allies selected as 
being those which they were particularly desirous of receiving 
from Germany. So insistent were they upon the right to receive 
reparation in these particular wjiys, that they demanded specific 
treaty provisions giving them, in effect, an option upon the 
German commodities in question. These economic values which 
the Allies were so keen to secure from Germany in payment of 
reparation were ships, coal, machinery and reconstruction 
materia], chemicals, and dyestuffs, and German labour; and I 
think it may be of interest to you, and illustrate the point I wish 
to make, if we consider the actual experience of the Allies with 
these forms of payment. 

Let us first consider ships. At the time of the Peace Con- 
ference, it would have seemed incredible that the Allies would 
not want, by way of reparation, all the ships that Germany had 
or could produce. The shipping clauses of the Treatyi were 
among the most stringent that were drawn. Under them, 
Germany was to surrender practically her entire merchant 
marine, and was to construct ships for Allied account at the rate 
of about two hundred thousand tons per annum. 

A day or two ago, I talked with a banker who had just arrived 
from England, and I asked him about the operation of these 
shipping clauses of the Treaty which were designed primarily for 
the benefit of Great Britain. He said that the British Govern- 
ment had endeavoured to sell the German ships, and on account 
of the lack of demand the offering of these ships had depressed 
the market price so that those now buying German ships would 
get them so cheaply that the old-established ship operators whose 
ships had cost them, say, $60 per ton, would be unable to operate 
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in competition with the new owners of ex-German ships, and 
would be compelled to lay up their boats. I believe actually 
about one million tons of British shipping is now idle. My 
friend further stated that the result of Grermany building ships 
for British account was to depress the British shipbuilding 
industry so that labour was thrown out of employment and that 
capital was being diverted elsewhere. In Hamburg, on the 
contrary, the shipyards were active and thriving, the German 
labourers were finding employment, and he prophesied that a 
continuation of the present situation would mean that in the 
course of a few years the British shipbuilding industry — one of 
England’s great national assets — -would pass away. 

It is interesting to observe that the Allied reparation experts 
have now recommended the abandonment of the clauses of the 
Treaty which require Germany to construct new tonnage for 
delivery to the Allies. They further recommend that Germany 
be relieved from delivering further shipping \vhich was in exis- 
tence when the Treaty came into force, and even that some of 
the shipping which she has already delivered bo returned to 
Germany. Certain it is that in future the Allies will not be 
prepared to accept any large number of German ships by way 
of reparation. 

Let us pass on to coal. In coal there is probably one German 
asset which can be employed in reparation up to the full extent 
of Germany’s capacity. This is certainly true for the time 
being, so far as France is concerned. Whether it will remain 
true after the Lens coalfields are restored and German coal 
comes into competition with French coal, will be another ques- 
tion. Even to-day, how ever, the problem of coal deliveries from 
Germany is by no means as simple as it seems. Cheap domestic 
coal and a steady export demand constitute one of the most 
important sources of England’s economic strength ; and England 
— as a belligerent which herself suffered great loss — ^has very 
definite views, and a right to express them, with regard to 
Germany’s reparation payments in coal. If France gets great 
quantities of free coal from Germany, it means that French 
industry secures a marked advantage over British industry in 
the conversion of raw materials into finished products. It means 
that the British coal export trade will fall off. From the 
moment when the coal clauses of the Treaty were first proposed 
until the present day, there has been a constant divergence of 
views between Great Britain and France as to the amounts and 
prices for coal received by France from Germany. It has been 

o2 
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England’s constant effort — and, from her point of view, an 
entirely proper effort — ^to prevent France getting coal at a basis 
which would make it cheaper than British export coal. I surmise 
that the Spa arrangement under which France undertook to 
make a gold payment to Germany for German coal was primarily 
due to British influence and her desire to prevent France getting 
German coal at a price much below that of British export coal. 

However, coal may be accepted as one medium of direct 
reparation which may be taken by the Allies to the value of, 
say, §100,000,000 a year, for the next three or four years. Once, 
however, the French coal-mines arc reconstructed, it must be 
recognised that France’s cattitude towards German coal will 
be the same as the attitude of all the Allies towards German 
economic values which are directly competitive with their own 
industries. 

Under the machinery and the reconstruction material clauses 
of the Treaty, all of the Allies have had for nearly two years an 
option, within reasonable limits, on all such machinery and 
reconstruction suj^plies as Germany's great industries could 
]Woducc. At the time when these clauses were being drawn, 
M. J.«ouchour, now Economic Minister in the Briand ('abinet, 
stated frankly to me tlial these clauses were sought primarily 
for XK)litical effect. He stated that ho was vigorously opposed 
to permitting Germany to supply the machinery and equipment 
to be reinstalled in the devastated regions. This, he said, would 
be to give? G(?rmany a stranglehold on the cccmoinio life of 
Northern France, as once German machinery was installed, all 
replacements and spare parts would have to be supplied by 
Germany, and orders for enlargements and new' installations 
would similarly go to Germany. That this statement cofrectly 
represented the Frcncli viewpoint, is shown by the figures for 
agricultural and industrial machinery which Germany has sup- 
plied to date. A recent rejiort of the Reparation tjornmissioii 
showed that up to October, 1920, Franco had not accepted one 
single piece of machinery from Germany under Annex 4 of the 
Reparation Clauses. Belgium has taken a few thousand dollars’ 
worth only. Thus altlioiigh Fran(;e, Belgium and the other 
Allies have for many months had the right to get free of cost all 
such German machinery as they wished to order, yet they have 
in practice availed of these rights only to the most insignificant 
extent. 

With the dyestuffs situation, wo are, I believe, all generally 
familiar. During the war the Allied Governments encouraged the 
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development of national industries in dyestuffs. Since peace, 
practically all of the Allied nations have taken steps to prevent 
the competitive import of German dyestuffs, which would destroy 
their new-born domestic industries. 

There remains to be considered, labour. The French originally 
insisted, over a good deal of objection from the Americans, that 
they must have a treaty right to German labour for the purpose 
of actually restoring the devastated regions. Elaborate pro- 
visions were drafted requiring Germany to i)rovide up to 500,000 
labourers to work in the devastated regions under the direction 
of an inter-allied commission. These provisions were eliminated 
at the last moment, as savouring too much of slavery. But 
Germany offered voluntarily to supply such labour, and I had 
tJie opportunity of participating in numerous conferences between 
the Reparation Commission and the German delegates when we 
souglit to effect an arrangement whereby Germany could make 
rei)aTation in this manner. After long and detailed discussion, 
the French Government was compelled to reject reparation in 
this form, on account of the objections raised by the French 
labour unions to the importation of foreign labour. 

I should mention another form of reparation which was pro- 
posed by the Germans in their counter-proposals made in Paris 
in May, 1010. 'Chey offered, by way of reparation, to give the 
Allies inv(‘stments in German industrial enterprises. This offer 
was not accepted, because it was regarded as a device to insure 
tile Allieil peoples becoming so bound up in the internal affairs 
of Germany and so sympathetic towarils the prompt economic 
revival anil prosperity of Germany, that the Allied Governments 
would be embarrassed in their political relations with Germany. 

Tins review will, perhaps, give a new ap])reciatiou of the 
complexity of tlic reparation problem. We liavc considered 
the use of Cierman labour outside of Germany and have seen 
that it has been rejected. We have considered the use of German 
labour and materials inside of Germany to produce goods which 
will then be exported from Germany. We have seen that these 
arrangements in actual operation have not been satisfactory to 
the Allies, a iid that the amount of reparation in this form which 
they will ai^iicpt will probably bo very limited. We have con- 
sidered the taking of ownership of what is located in Germany 
and not physically capable of removal. Wo have seen that tlie 
Allies are opposed, in principle, to doing this on any large scale. 

As to all of these matters, wc have not speculated. We know 
the actual attitude of the Allies as developed and officially 
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expressed by action during twenty months of experimentation. 
The summary of our conclusion is that the Allies are unwilling 
to take directly from Germany economic values in any large 
amount. 

Now, if the Allies are unwilling to accept from Germany any 
large amount in values which Germany has to tender them 
directly, how can the greater reparation demands be met ? The 
remaining possibility for ns to consider is a triangular operation 
whereby other countries than the Allies will buy German economic 
values, the proceeds tlius accruing to Germany therefrom to be 
transferred to the Allies in terms of a currency which is of such 
value that it can readily be conveiied into sterling, francs or 
lira, as the case may be, to meet the Allied reconstruction and 
pension budgets. 

Now, when we say that the Allies themselves will not accept 
direct reparation from Germany in any large amount, but that 
they are counting upon the rest of the world doing so, what is 
really meant by the phrase “ rest of the world ” is the United 
States. There are, to be sure, the European neutrals and South 
America, but the combined buying power of these nations is by 
no means large and the currency of some of them is materially 
depreciated. It is the United States and the United States alone 
which has a population of sufficient numbers and wealth, a 
standard of living sufficiently high, and currency at such a 
premium as to constitute a medium for the payment of large 
reparation through such a triangular operation as I describe. If 
we will pay our American dollars for German goods, for German 
services, for German investments, then the Allies will be glad 
to accept these dollars. In this way alone can Germany pay 
annuities running into such figures as $l,/)00,00(),000 a year. 

But will America complacently play this role ? I believe not. 
We have had some experience with receiving German ships. 
For upwards of two years the LevitUlian has lain tied to her dock, 
while many thousands of dollars are expended to prevent the 
rats from consuming her interior. We have had our experience 
with German chemicals and dyestuffs, and are at present rigor- 
ously preventing their importation under the only remaining 
exercise of war control, pending the passage of legislation which 
will permanently exclude them and protect our new dyestuffs 
industry. The President has just recommended an increase in 
our tariff, designed to prevent competition from foreign labour 
maintaining a lower standard of living and unquestionably the 
effect of this tariff will be to exclude to a great extent textiles 
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and other imports which (Germany is peculiarly adapted to 
supply. 

I do not mean that we will not buy any German goods, or 
make no German investments. There will, of course, be a normal 
trade movement. Germany will be our customer for large values 
of food and raw material, and we should be prepared to buy of 
Germany up to a point where Germany can pay for her purchases 
from us. What I refer to is a great and abnormal receipt of 
German values sufficient to give Germany a favourable balance 
of several hundred million dollars a year, which can be transferred 
to the Allies. 

The Allies during twenty montlis of practical experience have 
come to a realisation of the havoc which would be caused by 
receiving a great quantity of economic values direct froniGermany. 
Their present attitude is perfectly clear to any one who will 
carefully observe. I see no reason why our attitude will not be 
the same. I think it safe to assume that the United States is 
not prepared to offer herself as a medium through which German 
reparation will be paid, with all that this would involve in the 
flooding of this country with German goods, with a consequent 
depression of American industry and loss and injury to both 
capital and labour, 

I have not spoken of Germany making reparation by payment 
in “ money.” Germany has practically no gold, which is the 
only universally recognised monetary value. She has paper 
marks. These marks, however, are worthless except as used in 
Germany. They may be used to buy goods in Germany ; they 
may be used to hire labour in Germany ; they may be used to 
invest in Germany. Other than this, they have no value. And 
the very low estate to which the German mark has fallen is 
evidence confirming the conclusion already reached that the 
world does not want that which German marks can procure, 
namely, German goods, German labour or German investments. 

It is such considerations as these which lead me to doubt 
the practicability of the recent demands upon Germany. These 
demands probably do not exceed Germany's capacity. But 
capacity to give is immaterial unless there is a corresponding 
willingness and capacity to receive. It is from this latter point 
of view that the demands seem faulty. 

It should not be inferred from this statement that I approved 
of the German course at London and disapprove of the Allied 
action on the Ruhr. This action is due not to Germany’s failure 
to accept literally the demands made, but is, rather, due to the 
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impression of evasiveness and insincerity apparently created by 
her counter-proposals. It may well be that severe measured are 
required to bring about a proper German attitude. This is more 
to be desired than gold. But let us hope that in the meantime 
the Allies will carefully re-examine their demands in the cold light 
of reason, so as to be assured of a formula which, when properly 
accepted by Germany, will actually achieve a permanent solution. 

I believe that our difficulty in solving the reparation and like 
post-war financial problems is perhaps due to a failure to recognise 
that the almost fantastic balance-sheets that have resulted from 
the war are but partial records of extremely violent and wasteful 
economic forces that have been at play. The Allied indebtedness 
tons of some $15,000,000,000 records the fact that the industrial 
efforts of the United States were intensely concentrated in pouring 
into Europe a vast flood of munitions and equipment, food and 
transport, which were then consumed in the fiery furnace of war. 
To reverse what then occurred, and to require the Allies to pour 
back upon us an equivalent stream of connnodities will be more 
destructive to our labouring and industrial tranquillity than war 
itself. 

The German debt to the Allies of some $20, 000, 000, 000 
records the vast economic wastage of war ; yet for Germany to 
deluge the Allies with an equivalent in economic values will b(' 
to set up almost equally destructive jUijci'sses. 

These vast debts could never have come into being under 
normal conditions. Xo more can they be fully paid under 
normal conditions, 'rhey can imly be fully ])aid by (*conoiui(t 
eff(jrts as violent and as destructive as tliose whi(?h were rcquiicd 
to give ti]em biiilu A hurric?anc has swcipt tlic woild. We 
survey with grief the wreckages which li(\s in its train. Biff, let 
us not commit the capital errt>r of believing that all w'ill be righted 
by another hurricam?, if only it blows from a different direction. 

I do not concliulo that all the hjss and damage and debt of 
the war must lie where it has fallen. Much can and must be 
done by ({ermany in satisfaction c>f licr financial obligations to 
the Allies. Much will be done by the Allies in satisfaction of 
their debts to us. But we cannot deal with these problems with 
passion; we must not invoke extreme and violent economic 
efforts. Let us choose carefully the mode and the moment, lest 
we add venom and not balm to the gaping wound that is draining 
the vitality of modern civilisation. 

John Foster Dulles, 

Formerly CoiivspJ to iJte American Peace Cotumisaion, 
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Tiie question which I have suggested somewhat light-heartedly 
tor our consideration to-night ^ is whether an increase in the 
l^opulation at the present time would necessarily result in a 
lowering of the standard of our civilisation ? This at first sight 
seemed to me to be a fairly simple subject for discussion; but 
the more I have studied it, the more complex docs it apj)ear 
to become. li\ any case, little more can be done in the time 
available than to indicate in the most general tei ins the different 
lines of thought which have to be i)ursiicd. Wt I feel that 
some wide question connected with population ought to be 
considered by this Club during the course of this year, the cen- 
tenary of our birth ; if only to remind oursc^Ives that llalthus 
was one of the small group of our founders. Few writer’s have 
been more often or more seriously misrepresented ; but as time 
goes on ho will, I believe, conui to hold a more and more honoured 
place in the list of j)ioueei- explorers in .social matters connected 
with i)opulation. 

In Ol der to decide whether civilisation is more likely to advance 
oi- to recede under any conditioiLs, we ought iicihaps to begin 
by defining that term. Will any one hert' present fiaine a neat 
and satisfactory definition which will be generally acceptable ? 
If so I shall be grateful, for I liavo quite failed to do so. There 
is, indeed, only one point connected with the measurement of 
civilisation to which I should like to call attention ; a point 
which can bo illustrated by reference to Greece in the days of 
her pre-eminence. Ought we to attempt to estimate that ancient 
civilisation only by holding in view the extraordinary number of 
men of genius who then made their appearaiu*e; or only by 
striving to realise the condition of the slaves and of otlu'r debased 
types then existing ; or by some method of judging by the average 
condition of the whole population ? If we consider wliat would 
have been the result had that country been endowed, not with 
the actual social organisation Avhich she did i)osse.ss, but with 

At a meeting of the Political Economy Club,"Mnrcir 1?, IDi’l. 
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some kind of organisation giving rise to the same average civilisa- 
tion, combined with absolute equality in all things between all 
classes, would it not have been that no Platos or Aristotles 
would have made their appearance on earth ? And would not 
that have been an immense loss to all subsequent generations ? 
There are, it must be admitted, solid arguments in favour of 
what may be described as an aristocratic method of measuring 
civilisation ; but to judge by average conditions is probably on 
the whole best, and it is at all events mainly from that point of 
view that I shall attempt to deal with these questions to-night. 

Our civilisation, no doubt, depends on a number of variables, 
none of which can be studied wholly independently of the others. 
These variables may, I suggest, be grouped under three general 
headings, namely : (1) wealth, or the accumulation of material 
things; (2) stock, or the inborn characteristics of the people; 
and (3) tradition, granted that the meaning of this term may 
be enlarged so as to include all that which, springing from previous 
generations, is received by individuals from outside through 
their minds. It is with regard to the first of these three variables, 
namely, wealth, that I am especially anxious to hear the opinions 
of this Club, for it raises questions with which 1 am incompetent 
to deal. 

If we consider the case of an imaginary human being who is 
compelled by circumstances to devote his whole available energy 
to the search for food, we see that such a man must remain a 
naked savage as long as that state of things lasts. A certain 
amount of surplus time and energy, after obtaining the necessaries 
of life, is the first requisite for civilisation of any kind. This 
surplus energy can only be utilised either in the creation of 
wealth, or by taking advantage of any available leisure. *And 
as to available leisure, does not the possibility of making good 
use of it depend in large measure on there being an available 
backing of wealth ? If so we quickly jump to the j)rimd facie 
conclusion — a right conclusion, I believe — ^that civilisation 
depends largely on wealth. 

It may possibly be said that this is a despicably low and 
materialistic view of civilisation ; that in such matters we ought 
to look only to beauty, truth and goodness; and that these 
absolute values are all emtirely independent of wealth. I wish 
that it were so. To pursue this subject would be to tread a 
philosophic path for which time is not available, and I must 
confine myself to a single comment. If wo may be allowed to 
regard the Royal Societ}% the Royal Academy, and the Church 
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as being respectively custodians of truth, beauty and goodness, 
what would these highly honoured trustees say if we were to 
deprive them of all their worldly goods ? Would they all cry 
out with one voice, “ No matter, for goodness, truth and beauty 
are in no way dependent on wealth ” ? On the contrary, they 
would protest vigorously, because every corporate effort to 
promote these primary values is inevitably more or less costly. 
Wealth cannot be ruled out of consideration on moral grounds. 

Again it may be urged that there is an optimum level of 
wealth ; or, in other words, that if the national dividend were 
to rise above a certain figure, a tendency to lower the standard 
of our civilisation would thus be produced. Tliough arguments 
in favour of this view can certainly be adduced, and though 
a sudden increase of riches may be very damaging to character, 
yet my opinion now is that a steady average level of wealth 
cannot be too high. Of course we condemn the man who, for 
example, spends £500 on buying a fur coat ; for we feel that he 
might have made far better use of his wealth. But if, as the 
result of some general cause reducing average wealth, such a 
man had been induced to expend only £200 on his coat, his action 
would not thus have been made one wliit more moral. He 
would, however, in nearly all cases also have been induced to 
spend less on the things \vhich do make for civilisation. Indeed 
it is generally the highest aims which are first sacrificed ; for the 
average man sticks to his beer, his baccy, and his betting to the 
last. Wealth is like a bright light, showing up rather than 
increasing all qualities, bad and good, and wealth is on balance 
a factor always making for progre.ss. Even if this be denied as 
a universal proposition, yet few will assert that a further dose 
of poverty would at this moment improve the nation as a 
whole. 

Though we may decide to look mainly to avei*age w'ealth in 
this discussion, yet questions connected with its distribution 
cannot be altogether neglected ; for civilisation depends on 
contentment, and contentment depends on distribution. If we 
ask ourselves what would be the influence of an increase in 
population on distribution, we shall, I believe, come to the con- 
clusion that it w'ould he. harmful. An increase in numbers would 
produce no immediate increase of capital, and economic analysis 
indicates that an increase in labour without a corresponding 
increase of capital tends to diminish the proportion of the total 
wealth which goes to labour. This is probably in the main a 
transient effect ; but I can see no way in which the advocates 
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of increasing populations can get any comfort by appealing to 
the economic laws governing distribution. 

Our main inquiry, however, should be in regard to the more 
direct effects of wealth on civilisation. And here I wish to 
allude to the only serious error made, as I believe, by Malthus ; 
an error which led him and many of his followers to fail fully 
to realivse all the harm which may bo done by an increase in 
population long before a<jtual want is felt. His mind seems to 
have been almost exclusively fixed on food and the other neces- 
saries of life, whereas we ought to hold in view all the com- 
modities which make for civilisation. Malthus said that the 
happiness of countries depends “ on the proportion which the 
population and the food bear to each other.” ^ Should we not 
rather say that civilisation depends on, amongst other things, 
the average production per head of all useful goods? When 
surveying the production of wealth in connection with civilisa- 
tion, even if we could do no more, we should certainly like to 
exclude all trades not actually beneficial ; such as those connected 
with drink and book-making. This is, however, impracticable, 
but since there is a general tendency for the production of all 
classes of goods to change simultaneously, wo shall introduce 
no great error by making tlio answer to our inquiries concerning 
the correlation between wealth and civilisation depend on whf‘thor 
an increase in numbers would or would not increase the national 
dividend. 

If this conclusion be accepted, and if mere transient results 
be m*glccte(l, is this not equivalent to saying that, in so far as 
wealth is the factor regulating civilisation, all we have to inquire 
is whcithcr pioduction is or is not now on thc^ whole obeying the 
law of dinunishing returns? There are many hero prescift far 
more capable of answering this question than I am, and I beg 
them to answer it. It must be remembered tJiat we ore not 
inquirir»g whetJier average wealth would continue to increase 
in spite of an increase in numbers. Improvements in the process 
of manufacture and existing accumulations of capital might by 
their momentum continue for some time to come to produce 
progressive results in spite of many unfavourable conditions. 
We must not make the mistake of the golfer who so often thinks 
that a good round is due to a new club ; whereas in such circum- 
stances success is more oftem achieved in spite of the change. 
The highest possible state of human welfare should bo our aim, 


‘ ATCJi8aayjniJ*ojnd(Uion^ Book II., Chap. XIII. 
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and the sure prospect of an advance in wealth should not neces- 
sarily satisfy us. In fact it is only the effect which an increase 
in numbers would in itsdf produce on production which should 
here be held in viow.^ My own opinion, which is of little value, 
is that production is now in the mass obeying the law of diminish- 
ing returns. From this it would follow that any increase in 
numbers would ultimately result in a relative reduction in wealth 
per head, and, if my previous conclusions be accepted, in a 
consequential lowering of the standard of our civilisation in com- 
parison with what it would have been had the population remained 
stationary. 

The second of the two variables on which, it is suggested, 
civilisation depends, is stock or racial qualities, this being the 
variable which in truth interests me most. And in connection 
with this variable also, the name of Malthus may bo appropriately 
mentioned ; for it would have taken but very little pressure to 
have made him become a keen eugenist. This is proved by 
his declaration that it does not “ by any means seem impossible 
that, by an attention to breed, a certain degi‘ee of improvement 
similar to that among animals might take place among men ; ” - 
a statement which, it is true, he then proceeded to water down, 
as so many have done since his day, with the aid of a pondeious 
joke. With man as with animals, what is obviously needed is 
that the more highly endow'ed groups should be also the more 
fertile. It is now generally admitted that it is the poorest 
sections of the community which are multiplying most rapidly; 
and we aro thus led to inquire whether this part of the popula- 
tion differs from the aveiage of the whole in racial qualities.® 
This is a question to which it is extraordinarily diflicult to give 

^ Tho answer must commonly made to the arguments hero adduced in regard 
to all throe variables is that all that is necessary eonld be achieved by improve- 
ments in environment. 13ut this is no answer; for in any case en^iroiiinont 
should bo improved as mucli us possible. The question is whether, wdiilst making 
all improvoinonts in human surroundings which ivould be on the whole beneficial, 
un effort should also be made to ificrease or to doen'ose the population. To prove 
that any suggested improvement of environment would automatically improve 
the inborn qualities of future generations would only add another reason fur its 
adoption; a reason the validity of which the majority of scientific experts would 
deny. To prove that a proposed rehirm would rerhico the rate of multiplication 
of the leas fit to the lovol of that of the more fit, would indicate that that was 
tlie reform for wnich ougenista have boon seeking ; but tho arguments generally 
brought in support of the contention that sucli reforms os motherhood endow- 
ment would have this effect, seem to mo to be fallaeiuus. 

* An Essay on Populaiion, Book III., Chap. I. 

• See On the Relation oj Fertility to Social Status : Heron, Dulau & Co., for 
Univ. of London; and “Tho Fertility of Various Social Classes,” Stevenson, 
Journal oJ Royal Statistical Society, May 20. 
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a satisfactory answer; for no way has yet been discovered of 
directly deciding to what extent the qualities of the slum-dweller 
are due to his bad suiTOundings, or to what extent his bad sur- 
roundings are due to his inferior natural endowments. But, to 
quote from Marshall’s Principles of Economics, “it is probable 
that the percentage of children of the working classes who are 
endowed with natural abilities of the highest order is not so 
great as that of the children of people who have attained or 
have inherited a higher position in society ” (p. 294, third edition). 
If this be so, and if we accept the teaching of modern science 
as to the heritability of all natural qualities, it follows that any 
increase in the population under existing conditions mil be accom- 
panied by a decrease in proportion to the whole population of 
persons capable of acting as leaders in thought or as the captains 
and foremen in industry. Any increase in our numbers must, 
therefore, now react injuriously on our civilisation, both directly 
by lowering average natural endowments, and indirectly by causing 
a diminution of average wealth. 

Great efforts ought certainly to be made to verify or to refute 
this conclusion. As a single example of the kind of investigation 
which might be further pursued with profit, it may bo mentioned 
that certain elementary schools in London have been examined 
by the Binet-Simon system, a system especially designed to 
eliminate as far as possible the influences of environment ; with 
the result that the children in the poorest districts do soem to 
bo somewhat below the average in natural endowments. But 
whatever might bo the final result of such investigations, I 
cannot doubt that the constant selective transfers now taking 
place, for example, from the slums into the ranks of the skilled 
artisan and vice versa, must in time cause different standarts of 
natural ability to obtain amongst the different social strata. Such 
being the case, as time goes on natural efficiency will come to bo 
more and more closely correlated both with the rate of wages and 
with infertility, even if no marked correlation exists at present. 

Lastly, we have to take into account the civilising effect of 
tradition in the extended sense in which I have used that term, 
this being the variable to which most people will turn in the 
first instance. Here the point mainly to be insisted on is that 
there are laws of environmental inheritance just as there are 
laws of natural inheritance ; for, to adopt Professor Pigou’s words, 
environments, in short, as well as people, have children.” ^ 


^ Wealth and Welfare, p. 59. 
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These two methods of inheritance are moreover in certain respects 
closely similar in their results, a fact which it took mo a long 
time to realise. To discuss the connection between poverty 
and stock, as we have just been doing, is in many respects an 
unfortunate way of approaching this subject ; for it is very apt 
to give rise to both prejudices and misconceptions. Poverty- 
stricken stock is frequently excellent stock, and were it possible 
to classify human beings according to the qualities of their 
homes without reference to their wealth, this would always 
be a preferable method of classification. Good stock in spite 
of great poverty always makes for itself homes good in a sense ; 
whilst stock bad in moral and intellectual natural qualities 
keeps continually falling down into the slums, and is there found 
dwelling in homes bad in every sense. It is from homes the 
badness of which is due to the bad natural qualities of their 
inhabitants that there is such an abnormal output of children. 
And these bad inborn qualities are not only being continually 
passed on to future generations by natural inheritance, but the 
evil habits acquired in these sordid surroundings also keep flow- 
ing on to posterity by homo contagion or environmental inheri- 
tance. Whether we look to stock or to tradition we must conclude 
that such a multiplication of numbers as is now taking place is 
likely to bo accompanied by a deterioration in the average qualities 
of the nation. Our final conclusion, therefore, is that which- 
ever variable we hold in view, whether it bo wealth, stock, or 
tradition, we arrive at the same result, namely, that any increase 
ill the population auch as ihai which is now taking place will be 
accompanied by a loAVcring of the standard of our civilisation, 
or at all events by a check to any advance which would otherwise 
be in progress. 

^ Those who investigate a disease should as a rule suggest a 
remedy; and for the disease of over-population at home we 
naturally turn to emigration a.s a palliative. But are not the 
doors leading to suitable overseas abodes for white men likely 
slowly to bo shut in our faces? If so we must not wait until 
all means of escape have been barred before facing the situation ; 
for it will be twenty years before many of those born to-day 
will wish to leave our shores. Then, again, the laws in force in 
other countries excluding undesirable immigrants tend to become 
more searching as time goes on, so that the exits for our surplus 
population, when not closed, will only in future let out our better 
stock. If our laws concerning immigration continue to be less 
drastic than those of our neighbours, we shall remain like a 
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sieve, letting fine material fall out whilst retaining the refuse. 
The nature and the extent of any injury due to a check on emigra- 
tion, combined with an increase in numbers, might not be fully 
felt for many years to come. 

If wealth w^ore the only variable to be considered, and if it 
were entirely independent of the other variables, all that would 
be necessary to put things right would be to keep down numbers, 
no matter how. But the construction of the brake to be applied 
is seen to bo of vital importance directly we como to take stock 
and tradition into consideration. The average fertility of all 
civilised countries has been greatly diminished in recent years 
by voluntary birth control; and this control has ^ every when; 
been more effectively applied amongst the more prudent classes. 
Forethought with regard to the welfare of the children is, in fact, 
the most effective stimulus to family limitation; and those 
who hold that forethought and certain other desirable qiuilities 
producing the same effects are being in any degree passed on to 
posterity by natural and environmental inheritance, must con- 
clude that birth control is now lessening the output of children 
likely to be endowed with these useful characteristics, and that 
consequently the nation of the future will have thus far l)oen 
injuriously affcct('d by family limitation. Would a more extimriod 
use of birth control merely intensify these evil effects ? Or would 
it be possible, by inducing the le.ss prudent classes to follow the 
example set them by their more far-seeing neighbours, to revcMsc? 
this process and to make birth control produce effects on posterity 
in all respects beneficial ? These are most difficult questions, 
which cannot here bo discussed; though I should like to b<^ 
allowed to give my own conclusions in brief. To induce the 
poorest classes to limit their families in proportion to* their 
poverty would produce; results on the health, wealth and con- 
tentment of the people of to-day, as well as on the standard 
of civilisation of future generations, of a highly beneficial kind ; 
but unless the propaganda to produce these results were to be 
accompanied by strenuous efforts in other directions, including 
a condemnation of excessive birth control amongst our best 
stocks, the decline now probably taking place in both the natural 
and the acquired characteristics of the people would thus be 
merely slackened and not stopped. To compare our civilisation 
of to-day with that of ancient Greece is not encouraging ; whilst 
to look forward to actual regression during the next two thousand 
years would bo heart-breaking. We want another Malthus to 
arise who would avail himself of all the knowledge reaped during 
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the last huudred years and who would face these intricate pro- 
blems with the same courage as that displayed by his great 
predecessor. Such a reformer might, whilst warning the nation 
of its danger, convince the public that with reasonable fore- 
thought and courageous action no alarm need be felt ; for if the 
Government were to adopt adequate measures affecting fertility 
in good homes and in bad, the doors of hope would be thiown 
wide open, disclosing a prospect before us of indefinite advance- 
ment in human welfare. 

Leonakd Darwin 


No. 122 


VOL. XXXI. 



AN INDEX OF THE PHYSTCAL VOLUME OF 
PRODUCITON 


The Review of Economic Slalislics, issued monthly by the 
Harvard Committee on Economic Research, which has now reached 
the beginning of its third volume, is by no means confined to 
the construction and analysis of the index-number of General 
Business Conditions by which it is probably best known. In 
the five numbers beginning September 1020, an exhaustive 
estimate is made (mainly by Mi*. Edmund E. Day) of the progress 
of production in the United States since 181)9, of which the final 
summary is given in the January number of this year;^ the 
analysis is so interesting tliat it is proposed to olTer a critical 
account of it here. 

The general problem of measuring production and its growth 
is so difficult that few attempts have been made to solve it in 
any country. The undertaking of a Census of Production at a 
single date, in which only the net mine producctl by the services 
of land, labour and capital is computed, has always presented 
serious administrative and executive problems, and has involved 
an arbitrary distinction between material products, such as coal, 
wheat and cotton goods, and service's, whether of transport, dealing, 
or of professional men or of domestic servants. Tlie nsfture of 
these problems can be studied in the'. Geiu i al Report of the only 
published Census of Production in the United Kingdom, that of 
1907 (Cd. 6320). It is clearly impossible to obtain a x>hysical 
aggregate of production not containing the element of value, 
since wo cannot add together a ton of coal, a bushel of wheat, 
a cow, a barrel of beer, a side of leather, a yard of cotton clotJi 
and a sewing-machine. It is only in the case of raw materials 
and some partly manufactured or standardised products, such 
as coal, steel ingots, and unbleached cotton cloth, that we can 
obtain an approximate physical measurement of the product 
of a single industry. There is no natural unit for the product 

^ The five parts of tho investigation are now issued together in a special 
number. 
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of higher stages of manufacture, such as machinery. Neverthe- 
less we may be able to measure a change from one date to another 
without measuring the aggregate at any period ; this, in fact, is 
commonly done in all the various applications of index-numbers, 
of wholesale and retail prices, of wages and of consumption. 
The papers in question extend the method of index-numbers 
to production. 

The primary question in this ciase is whether the separate 
series which arc combined in such an index-number are together 
typical of the whole region to he covered (in this case all physical 
production), and a secondary question is whether the various 
terms of each series (in this case the q\iantities of a commodity 
produced in successive years) are strictly comparable with each 
other. The answers may bci different for the United Kingdom 
and the United States. Here the main effort of capital and labour 
is directed to the higher stages of manufacture of a heterogeneous 
and changing kind, and its products have generally no natural 
unit. We can estimate, for example, the quantity of w^ool used 
in the woollen, worsted, carpet and hosiery manufactures taken 
together; but it is worked up into so many diverse products, 
and their natures change so rapidly, that such categories as broad 
li^vy all-woollen cloth and pairs of hose in themselves arc of vari- 
able contents, and they cannot be extended to cover all products. 
The change in the total product is not proporfional to the change in 
the consumption of raw’ material, nor to the apparent change 
in the production of cloth described in particular terms. If we 
depended on series relating to raw materials and partly finished 
products, we should be ignoring the changes in manufacturing 
processes, and the resulting en-or would be cumulative. The 
primary question for us would be answered in the negative ; our 
series would not be typical of physical jiroduction as a whole, 
even if we included series which the secondary question ought 
to lead us to exclude. It does not appear possible, even if our 
statistical data were greatly improved, to measure the change 
of the physical volume of production in this country with any 
tolerable precision. In the United States, on the other hand, 
the bulk of raw m.aterials arc homc-producod, the services of labour 
and capital are directed to a great extent to the production of 
those commodities which are for the most part easily graded 
and measured, and the statistics ai*c more complete; it may be 
that an index of reasonable accuracy can be obtained at any 
rate over a short period. 

In the estimates before us the basis is formed by the Reports 

r2 
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of tho Census of Production in the United States in 1899, 1904, 
1909, 1914 for Manufacture, figures for intermediate years being 
interpolated, and by official Annual Reports for Agriculture and 
Mining. It is with manufacture that the difficulties most obviously 
arise. In each census returns were obtained of the quantities 
of raw materials used, and, where a unit was definable, of the 
quantities of tho products, and the industries were grouped in 
fourteen classes. Professor Persons has obtained tw^o sets of 
series, one taking for each industry either the raw material or 
the product, the other containing products only. The latter 
is in the end only used for confirming the former. Since the 
validity of the calculation depends on the sufficiency of these 
series it is well to enumerate them. I . Food and kindred products. 
Materials : milk, cream, beeves, calves, sheep, etc., hogs (dressed 
weight), grain, beets, cane-sugar; products: canned vegetables, 
canned fruits, dried fruits. II. Textiles and their j^roducts. 
Materials : raw cotton, cotton yams ; cotton, cotton and worsted 
yarns in hosiery ; raw silk, organzinc, other yarns used with silk ; 
wool, tops, worsted yarns; wool and yarns for carpets; hard 
fibres and soft fibres for cordage, linen, etc, ; products : fur felt 
hats. III. Iron and 8teel and their jJroducts. Materials : iron 
ore, fluxes, coke; pig-iron, scrap iron, ingots, etc. IV. Lumber 
and its re-manufactures. Products : softwoods, hardwoods.* 
V. Leather and its finished products. Materials : cattle hides, 
calf sldns, goat skins, sheep skins; products : boots, etc., gloves, 
etc. VI. Paper and Printing. Materials: pulp wood, wood ])ulp, 
rags, waste papar. VII. Liquor and BeveragoM. Products: 
distilled spirits, fermented liquoi-s. VIJl. Chemical and Allied 
Products. Materials : coal (for coke), phosphate rock, coal (for 
gas), oil (for gas), pig lead, linseed oil, crude petroleum ; products : 
sulphuric acid, soda ash, gl^xcriuc, explosives, crude oil, oil cake, 
hulls, linters, turpentine, ro.sin. IX. Stone, Clay and Glass. 
Products : common brick, fire brick, window glass, plate glass, 
bottles, blown glass. X. Metal and Metal Produces other than 
Iron and Steel. Materials: consumption of copper, zinc, lead, 
silver and gold in industry. XI. Tobacco. Products : tobacco and 
snuff, cigars, cigarettes. XII. Vehicles for Land Transportation. 
Products : automobiles, carriages or wagons, railway passenger 
cars, freight cars. XITI. Railroad Repair »Shops. No series. 
XIV. Miscellaneous Industries. No series. 

It is to be noticed that in this list of eighty- three entries 

* Thoiso ail? tlio products of tho liiiiil^r industry; no output of furniture is 
named. 



1921] INDEX OF PHYSICAL VOLUME OP PRODUCTION 


199 


the so-called products are in general in a primitive stage of manu- 
facture. Building is only represented by bricks, wood and glass. 
Metals hardly pass beyond the smelting or refining stage. 
Machinery is only represented by automobiles. The units are 
naturally simple, being of weight or volume in most cases; but 
canned food is enumerated by the ca.se, hats by the dozen, leather 
by the number of hides or skins, imlp wood by the cord, bricks, 
bottles and blown glass, cigars and cigarettes by number, 
and automobiles, wagons and cars also by number. In the last 
case the implicit assumption is that a thousand automobiles in 
1899 are exactly comparable with a thousand in 1919, which is 
contrary to the facts. The difficulty of measuring goods which 
result from intricate manufacturing processes has in no way been 
overcome. 

In the second set of series the materials arc replaced by manu- 
factured products. Instead of milk and cream wc find cheese 
and butter; in textiles tiie entries aie of yarn, cloth and clothes; 
iron and steel are only carried to the stage of pig-iron, or rolled, 
forged and other classified steel products; instead of skins we 
have leather, but boots and gloves are not entered l)y quantity ; 
in chemicals we find coke, ga.s, paints and oils; there is nothing 
further available for non-ferrous metals. The new kinds of units 
are square yards for cloth, sides for leather, and mimher for clothes ; 
the others are of weight or volume. Since the contents of the 
second set of scries overlap those of the first, while the substituted 
entries are in many cases the products of simple manufacturing 
processes, it is not surprising that the resulting index-numbers 
are nearly the same, and the .second set of series lends little 
additional weight to the fir.st. Also the square yards of cloth 
and the number of paii'.s of hose arc not units which remain 
unchanged in (piality through the period. 

For very many industrie.s no entries at all are included; 
for those which arc included in the .second set the ratio of the value 
of the products covered by the series to the total value of products 
in the same industry varies from 44 to 99 per cent., the median 
for thirty-eight industries being about 90 per cent.; but the 
indiLstries included appear to account for less than one-half 
of the whole value in all industries covered by the Census of 
Production, and it is clear that the remaining half consists prin- 
cipally of just those products which are difficult to measure 
because they are in an advanced state of manufacture and of 
diverse kinds. The conclusion is that the index-numbers relate 
to that half of manufacture w^hich produces commodities fairly 
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easy to measure, and does not reflect any changes in the relation 
between different grades of manufacture. If in the twenty years 
the industry of the United States has developed in the production 
of machinery and of advanced products without using more 
raw materials, this change will not have been shown by the 
index-numbers. 

Questions of weighting the various scries are not so important 
as is the inclusion of the right series of quantities, unless the 
necessity arises of modifying the weights from period to period, 
but the system employed is intricate and interesting, and it 
is worth while to exhibit it in detail. There arc three steps 
in the process : first, the arrangement of the eighty-three series 
into forty industries; secondly, the arrangement of the forty 
industries into fourteen industrial groups ; tliirdly, the aggregation 
of the groups into one whole. The geometric moan is used 
throughout, and we dis<‘uss its appropriateness in a subsequent 
paragraph. 

The first two steps may be illustratetl by the Food Group. 
For the Butter, Cheese and ('ondensed Milk industry the data 
are that the consumption in manufacture of milk and of cream 
changes from the year 1 00!) to the year 1914 in the ratios 100 : 85*3 
and 100 : 1()9*5 respectivel3^ The expenditures on these in 1909 
were in the ratio 119: 95, and the general plan is to take the 
weighted geometric me^an of the ratios, whose logarithm is 
of (119 log 85-3 + 95 log 169-5), as the ratio for the industry; 
but approximate numbers are generally used, and the ratio here 
is written 1 : 1, so that we have simply the square root of 85-3 x 
169-5 -= 120-2 as the index for the industry; the weighted 
arithmetic mean is 122-7, and the weighttnl geometric mean 
without approximation is 115-7. * 

For the second step the index-numbers thus resulting for the 
industries (in 1914 butter, etc., 120-2, meat 95-5, flour 101-5, 
beet-sugar 142-2, cane-sugar 113-7, canned fruits, etc., 141-8) 
are weighted with numbers approximately proportional to the 
“ value added in manufacture ” as found in the census of 1909 
(viz. : 10, 40, 30, 5, 8, 7), and the weighted geometric mean, 
105-8, is taken as the index -number for the industrial group 
“ Food and Kindred Pr<jducts the weighted arithmetic mean 
is 106-8. 

For the third step the 12 ^ index -numbers for the industrial 
groups are weighted with numbers api^roximately proportional 

* Groups XII and XIV, Railroad Repair Shops and Miscellaneous, are com- 
pletely unrepresented. 
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to the values added in manufacture in the whole groups, not 
merely in the industries for which series exist, and the weighted 
geometric mean is again taken, viz. : 104-9.^ The weighted 
arithmetic mean is perceptibly greater, viz. : 106' 5; but if the 
arithmetic mean had been used in the second step throughout 
to obtain the group indexes, and again in the third, it would have 
been greater still, viz. : 109*5. It is interesting to find that more 
than half the difference between tlie geometric; and arithmetic 
mean comes from Group Xll, V’^ehicles for Land Transport; 
here the index-numbers for 1914 are : automobiles 449*:i, carriages 
74*1, railroad cars 144*5, of which the weighted arithmetic and 
geometric means are 248*0 and 185*5; the industries included 
account for as much as three-quarters of the whole value in the 
group, and the striking increase in the production of automobiles 
is, without any ch\*ir reason, to a greixt extent averaged 
away. 

The choice of the geometric ni(*an is justified in the preliminary 
discussion on the grounds that it reducc's the influence of extreme 
items and makes the shifting of the base year easy. The latter 
reason is unimportant, since the whole calculation ab initio from 
the series is not a vcjry lengthy matter, and the compilers of the 
Review have never spared labour or expense. The former reason 
needs more examination, es})efially as opinion now inclines to the 
view that the geonu*tiie mean is the best in theory. We ought 
to distinguish three cases : {«) where the results of samples have 
to be combined ; (h) where ratios, rather than absolute quantities, 
are the elements of the problem ; (r) where a complete objective 
measurement is in question. 

(a) When wo arc observing a general movement by means 
of measurements of special manifestations, each measurement 
may be regtarded as om^ estimate of the general movement; 
if the general movement is 100 : 150, two estimates, 100 : 125 and 
100 : 180, showing respectively ;Hhs and Jtlis of the general ratio, 
may be considered as equally deviating and their geometric mean 
appropriate in their combination. On the other hand, estimates 
100 : 125 and 100 : 175, whose arithmetic mean is 150, and which 
show equal numerical deviations, may be considered as equally 
in fault. Mr. 0. M. Walsh, in his recent book, The Prdblem of 
RsHmation, goes closely into tliis problem, and so far as can be 
gathered from his diffuse and controversial discussion, liis main 

' On p. 317 of iho November niimbep tlw init-x for Group VII is printed as 
188-4, instead of 1 1 8-4. ronvet ly Kivni on p. 320. The right miinber has, however, 
evidently been used in the conipiiiaiioii. 
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conclusion is “ that while estimates proper are to be averaged 
geometrically, measurements are to be averaged arithmetically ” 
(p. 37). If in the first step explained above the different series 
of raw materials, etc., are properly regarded as varying estimates 
of the growth of production in an industry, it appears to follow 
that here the geometric mean is rightly used; but the same 
principle does not apply to the second step in such a case as Road 
Transport, where we have definite measurements of most of the 
constituents. Further, in an estimate there may be good reason 
for reducing the importance of extreme variations, but not in a 
combination of definite phj^sical measurements. 

(6) In the case of index-numbers of wholesale prices (but 
not in concrete measurements of the cost of living) we have the 
authority of Jevons and others, supported recently by Mr. Flux, 
in the current number of the Statistical Journal, for the use of the 
geometric mean. 'J?his may be advocated on the general ground 
that price-changes arc essentially ratios, or more particularly by 
the following analysis : — 

Let Pq, Pt be prices at the beginning and end of a period, that 
are undisturbed by any influences that affect special commodities, 
and which measure tlie result of a gentu’al impulse F which acts 
on all prices. 

Let it be granted that a given small impulse, f/P, always 
produces the same ratio change in P, so that with proper choice 
of units (IF — dPIP, This is the essential postulate. 

y r rP 1 

dF -- Jp‘ 

Now let iPo, 2 Po • • • jVt 72 Pi ... be prices of particular 
commodities at the beginning and end of the period, and sfipposc 
them affected by impulses . as well as by Ft. 

Then ¥, + = log iPthPo, F, + log ^/VaPo • • • . and 

if there are n commodities, 2' log /?<//><, == w Ft •-(- ^ n logP</Po, 

if 2^k ~ O -that is, if the average of the special impulses is 
zero. 

Then Pj/Pq equals the geometric mean of iP«/iPo» 2 Vtl 2 Vo ’ ’ *• 
The hypotheses underlying this analysis do not appear to have 
any analogues in the measurement of production. 

(c) In the third step of weighting wo have the means of a 
complete objective measurement for twelve industrial groups, 
and there seems no reason against using the most straightforward 
method. If Wi, W 2 • • • measure the outputs in 1909, 
and therefore ZW the aggregate, and the outputs as measured 
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by the group index-numbers have increased by 1914 in the ratios 
1 :r,, 1 irg , . . , then the outputs in 1914 are PTifi, 

. . . , and the ratio of tlie aggregate outputs is ZWrIZW \ 
that is, it is measured by tlie weighted aritlimetic mean. The 
same argument would apply to the second step in cases when, 
as in the Hoad Transport and Tobacco Groups, the industries 
measured acjcount for the bulk of the group. It appears that we 
ought to take at least 106-5 (arithmetic in third step), if not 
109-5 (arithmetic in second and third steps) for the index in 1914 
(that of 1909 being 100), instead of 104-9 (geometric throughout) 
as in the lievie.w. The higher number is further supported by 
the fact that, when the second set of series (see p. 199 above) 
is used, the index (geometric) is 106-2. For the years 1899 
and 1904 the various methods all result in x^racitically the same 
indox-nuinbors. 

The index-numbers as given in the Review are: 1899 61-2, 
1904 75-4, 1909 100, 1914 104-9. 

The next step is to intor[)olato numbers for intermediate 
years ; for this only thirty-three series out of the eighty-three used 
at census dates are available. These relate to wheat consump- 
tion; cattle, sheep and hogs received at seven cities; sugar 
supply ; consumption of cotton, wool, other fibres, silk and i>ig- 
iron; lumber cut; production of distilled and of fermented 
liquors, cotton-sc'cd, flax-seed, pigments, coke, petroleum, lime, 
glass-sand and clay; consumption of copper, zinc, lead, and of 
gold and silver in the arts ; xiroduction of tobacco, cigars, cigarettes, 
freight-cars, xiasseiiger cars, automobiles and auto-trucks. These 
lire arranged under the twelve industrial groiii)s and averaged 
and combined by the same methods as were used for the eighty- 
throe series. Unfortunately the group averages show- some 
marked divergence from those obtained at the census dates from 
the larger number of series, and when they are aggregated they lead 
to: 1899 54-6, 1904 74-2, 1909 100, 1914 106-6, instead of the 
former numbers. Tiie thirty-three series are thus not typical 
of the eighty-three. 

The annual scries thus averaged arc only used for interpola- 
tion in the intercensal years, by dividing the increase shown 
between two census years in any group from the eighty-three 
series into parts proportional to the five annual changes in that 
group shown by the annual series, ratios not absolute movements 
being used. The group annual index-numbers are then combined, 
and after some minor adjustments lead to the series in the following 
table. In this table figures are given also for agriculture and 
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mining, whose treatment is similar to that for manufactures, 
but easier, since the data are more nearly complete. 


Table from " The Review of Kconomio Statistics,” January 1921, p. 20.* 

Indires of Agriculture^ Mining, and Afanufaclure, and of the Three Cotnhined. 
{Arithmetic average for 1909-13= 100) 






Agriculture, 

Mining and 





MamifoctuTO Combined. 


Agri- 

culture. 


Manu- 

focMiire. 

1 


Year. 

Mining. 

I Wciglited accord- 

Weighted accord- 





ing to valiiCR in 

ing to persona 





1909. 

engaged in 1910. 

1809 .. 

80-4 

48r> 

58-4 

04-0 

09-4 

lOOU .. 

80-9 

5i:i 

59-0 

05-4 

70-1 

1901 .. 

71-8 

55-0 

05-0 

00-9 

GS-5 

1902 .. 

91-4 

59-5 

72-1 

: 77-3 

81-8 

1903 .. 

84-4 

05-5 

73-3 

70-4 

79-0 

1904 .. 

93-3 

00- 1 

71-9 

78-5 

83-1 

1905 .. 

94-5 

78-4 

84-3 

87-3 

89-0 

1900 .. ■ 

lOOfj 

82-4 

90-5 

93-3 

95tl 

1907 .. * 

90-4 

90-2 

91-3 

90-9 

90-8 

1908 .. i 

95-5 

74-8 

77-5 

83-3 

87-2 

1909 .. 

95-0 

91-9 

95-4 

95-0 

I 95-0 

1910 .. 

99- 1 

97-8 

90-9 

97-8 

j 98-2 

1911 .. 

94- 1 

94-3 

92-4 

93-2 

93-5 

1912 .. 

1110 ; 

105- 1 

105-9 

107-0 j 

i 108-7 

1913 .. 

98*2 

110-2 

109-2 

105-2 

1 102-8 

1914 .. 

108-5 

98-3 

100-1 

102-9 

! 104-7 

1915 .. 

113-4 : 

1 10-4 

109-3 

1 10-8 

j 111-7 

1910 .. 

100-4 : 

129-5 

127-7 

117-2 

lU-4 

1917 .. 

108-5 ! 

134-5 

12.5-0 

119-8 

115-9 

1918 .. 

107-1 

135-0 

12.5-0 

119-0 

114-9 

1919 .. 

110-0 j 

110-8 

i 

111-0 

112-5 

111-9 


Weights acctinliiig to values. Weights aeconliiig to iX'rsmis i^ngag^d. 



$ Mn. 

O' 

o 


OOOh 

O' 

V'aliie of — 



Kiigaged in — 



Agriciiitiiral products .. 

.5487 

30 

Agriculturo . . 

12384 

57 

Mineral products 

1238 

8 

Mifienii product ion 

977 

.5 

Added by manufuctiircs 

S52!t 

r>i; 

Maniifact ure 

8101 

38 


.5,254 

100 


21,402 

100 


It may bo noted that in the United Kingdom in 1907, according 
to the Census of Production, the net output of agriculture and 
fishing was about £200 Mn, of mining £120 Mn, and of manu- 
facture £600 Mn ; the corresponding percentages are : 22, 13, and 65, 
markedly different from those in the United States. 

The figures for manufacture after 1914 depend only on the 
thirty-three series, and since these were not typical before 1914, 


* P. 65 of the Reprint, 
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it is improbable that they form a precise measure to 1919. It is 
assumed that they need adjustment to the same extent as was 
necessary in the period 1909-1914 to make agreement with the 
census figures. This procedure is hazardous, since the relation- 
ship in successive periods was not constant, but the correction 
is, in fact, trifling. If, however, the arithmetic mean advocated 
above were used for 1914, the subsequent series would have 
been perceptibly raised. 

The increase in production from 1913 or 1914 to the maximum 
year (1917 or 191 8) is less than tlie 20 per cent, named by Professor 
Friday (see review notice, below) as the increase in output shown 
to be possible. 

In conclusion, we may judge that in the United States, with 
the help of a quinquennial census of ])roduction, an index- 
number of moderate pre(usion lias been evfilved for a normal year. 
In the United Kingdom there are fewer annual records available, 
and even if we had a jieriodic census, the method would have 
very much less precision, owing to the greater importance in 
industry of products of the higher stages of manufacture. 

A. L. Bowley 



REVIEWS 


The Economics of Welfare. By A. C. Pigoit. (London : 

Macmillan & Co., 1920. Pp. xxxvi + 97C. 8vo. Price 

2G,'?. net.) 

In presence of a book of a thousand pages a reviewer feels 
somewhat of a worm, but, like that despised being, he is inclined 
to turn, when he finds that the author hcas incorporated an 
earlier book of his own c<miprising five hundred pages witliout 
troubling to make the usual statement explaining what perts 
are new and what old, and also the general effect of the alterations 
and improvements, if any. Attempting to do for Professor 
Pigou what he ought to have done (and could have done better) 
himself, we may say roughly that Part I. of Wealth and Welfare, 
on VV^clfarc and the National Dividend,’" reappears in the 
Economics of Welfare expanded by about 50 per cent. Part IT., 
“ The Magnitude of the National Dividend,” becomes “ The 
Magnitude of the National Dividend and the Distribution of 
Resources among Different (Jse.s,” and contains additional 
chapters suggested by the “ controls ” of the war period. Pait 
III., “ The Distribution of the National Dividend,” is divided 
in the n(‘\v book between Part V., which bears the old tiCle, and 
a new J^irt HI., on “ The National Dividend and Labour.” . The 
author's increased interest in public finance bears fruit in the 
appearance of a wholly new^ Part IV., “ The National Dividend 
and Government Finance,” and the new book ends like the old 
with a Part on “ The Variability of the National Dividend,” 
alias booms and dejircssions. A good deal of the matter which 
was not in Wealth and Welfare is repeated from articles in The 
Economic Journal and other iieriodicals. 

The sage who observed that of the making of books there is 
no end, was a child in these matters. In Professor Pigou 's 
paradise each author will scrap his magnum opus by superseding 
it with another twice its size every eight years. Most of us will 
sigh for a little of Malthus’ “ prudential restraint.” It would 
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surely have been better to lot WeaUh aiid Welfare remain in its 
old form and to have supplemented it with entirely new books of 
more moderate dimensions. 

Part I., as summarised by the author, looks at first sight 
easy enough. It argues, he says, “ that the economic welfare 
of a community is likely to be greater (1) the larger is the 
average volume of the national dividend, (2) the larger is 
the average share of the national dividend that accrues to the 
poor, and (3) the less variable are the annual volume of the 
national dividend and the annual share that accrues to the 
poor.” In the rude language of everyday life, a big, well-dis- 
tributed and steady income is better than a small, ill-distributed 
and violently fluctuating income, especially if the fluctuations 
fall chiefly on the poor. Must we read 108 pages to make sure 
that we are right in believing this ? But having read them, I 
am tempted, in the manner of Agrippa, to say unto Pigou, 
“ Almost thou persuadest me not to be an economist,” so prolific 
are they in suggestions of doubt and difficulty. ^Vhat is this 
“ National Dividend " ? Marshall, when introducing the term 
into economic literature in 1890 {Principles, 1st cd., p. 560), 
understood by it ‘‘a ctutain net aggregate of commodities, 
material and immaterial, including services of all kinds,” which 
constituted “ the true net annual revenue of the country.” 
Professor Pigou rashly says “ the concept has nothing to do with 
the dividends paid by joint stock companies,” but it is quite 
clear that Marshall used the w<»rd “ dividend ” because he was 
thinking of the amount “to bo divided,” just as a board of 
directors does when it finds that the ci)mpany s profits will 
provide a dividend of 10 per cent, on the capital. The name 
“ national dividend *' is, in fact, nothing but a synonym for the 
“ net prodiKJO ” of older writers and the “ real income ” of later 
writers, which may be sometimes appropriately used when 
distribution rather than production is under discussion. 

Now it seems easy to believe that when the “ net produce 
or “ real income ” of a community grows (its numbers remaining 
the same) its economic welfare will grow. But how are we to 
speak quantitatively of the net produce ? It consists, as Professor 
Pigou says, “ of a number of objective services, some of which 
are rendered through commodities, while others are rendered 
direct ” (p. 30). We cannot think the total of them as greater 
because it weighs more or occupies more cubic space. In fact wc 
think of it as greater or less according as it is ivorUi more or less. 
At first we measure its worth in pounds or francs, and then, if it 
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is suggested that pounds or francs themselves are not worth the 
same as they were, w'e try to get over the difficulty by raising or 
lowering the number of pounds or francs in due proportion to 
their lower or higher purchasing power. If we wore satisfied to 
reckon the purchasing power of money by its power to buy red 
winter wheat, or a bushel of red winter wheat plus a ton of 
pig iron, or any other particular commodity «)r collection of 
commodities, that would end the mcatter, but we should only have 
substituted red winter wheat or the collection of commodities 
for money, and it might still be claimed that the wheat or the 
collection had altered in purchasing power. We are driven to 
inquire, w'hat do we mean by “ the same purchasing power ” ? 
I understand, perhaps wTongly, l^rofessor Pigou to say that I 
have the same purchasing power when T can buy the same amount 
of economic satisfaction (pp. Cl) -79). The result, apparently 
accepted by him on p. 70, is that the total net produce must be 
regarded as greater or less according as greater or less economic 
satisfaction is derived from it. if this is so, I fail to see the use 
of an elaborate attempt to prove the first of the three propositions, 
viz. that “ the economic w'elfare of a community is likely to be 
greater the larger is the average volume of the national dividend.’* 
It seems to become a truism. 

The use of “ national as the adjectival form of “ community ” 
in the proposition calls up another difficulty— Professor Pigou ’s 
treatment of w'ar in regard to the national dividend. His is a 
nationalist scheme of economics, as is suggested by the frequent 
use of “ national ” and nation,” and the occasional intrusion 
of “ this country ” or “ England ” into a discussion of a general 
character. Now in national economy soldiers, guns and forts 
play just the same part that policemen or private watchmen, 
revolver-makers and window- bar-makers play in individual 
economy. In adding up tlie incomes of individuals to arrive at 
the national income in the ordinary sense, we do not think of 
excluding the incomes of the policemen, the revolver-makers and 
the w^indow-bar-makers : these persons render services which 
are included in “ that objective counterpart of economic welfare 
which economists call the national dividend or national income.” 
We do not exclude their incomes or the services rendered by them 
on the ground that if there were no house-breakers and assaulters 
we could very well do without them : if there were no diseases wc 
could do without doctors. Wc do not exclude them on the ground 
that there is no real satisfaction in having, or, as wo say, “ having 
to have ” a watchman : there is none in having to have a doctor, 
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and some people are sorry that they have to have food. Now 
ftofessor Pigou expressly includes doctors’ services in the national 
dividend (p. 72), and I can nowhere find any sign of his excluding 
the money-incomes of soldiers and munition -makers from the 
national money-income, or the services rendered by these persons 
from the national dividend. When the vaunted “ measuring 
rod of money ” is applied, the services of the military officer with 
£1,000 a year count for as much as the services of the medical 
officer with the same salary. Accordingly I am puzzled when I 
find Professor Pigou talking (p. 18) about “ the possible conflict, 
long ago emphasised by Adam »Smith, between opulence and 
defence,” saying that the “ dissatisfactions *’ resulting from lack 
of security against successful attack “ lie outside the economic 
sphere,” and arguing that “ injury to economic welfare may need 
to be accepted for the sake of defensive strategy.” If a work- 
man, finding liis temperature was 102'', chose to lose two days’ 
wages at once rather than continue at work for those two days 
and be sick for the following three weeks, would we speak of him 
as “ accepting injury to economic welfare for the sake of defensive 
strategy against influenza ? Of course not : we should say he 
was taking the economically prudent course. And so, it seems 
to me, an economist who looks on economics from the point of 
view of the nation — his own for choice^— and who accepts the 
old ” possessing exchange-value ” criterion (re-christened some- 
thing like “ susceptibility to the measuring rod of money ”) for 
deciding what is to be included in the national dividend or 
objective counterpart of economic welfare, is bound to regard 
war as a productive trade, just like the manufacture of bread or 
patent medicines. A nationalist economist who does not hold 
to the exchange- value criterion is at liberty to pick and choose 
between war which promotes and war wliich does not promote 
economic welfare, just as he picks and chooses when he throws 
out the useless or pernicious ])atent medicines, and an economist 
who not only rejects that criterion, but also thinks of the com- 
munity or society at large rather than of a ])articular territorial 
group, can put all war on the same level as burglary and other 
disorderly activities recognised by everyone, except perhaps those 
who practise them, as being destructive instead of productive of 
economic welfare. 

The obscurity which surrounds the conception of the national 
dividend is deepened by the last paragraph of the chapter in 
which the attempt is made to relate it to the ” money income 
accruing to the community,” L c. the national income in the 
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ordinary sense of the sum of the incomes of the individuals 
(and perhaps the institutions) located in the national territory. 
An addition to the national dividend, wo are told in a parenthesis, 
must, of course, be made for the value of income received from 
abroad : no doubt we are intended to supply “ or a subtraction 
for income paid to abroad.’’ It is rather curious to put so im- 
portant a matter in a parenthesis and after a casual “ of course.” 
Is it not important that the national dividend is not by any 
means exactly what the nation produces, nor even, as Adam Smith 
implied in his opening words, a portion of that produce plus what 
is purchased from outside with the remainder, but this quantity 
as increased or reduced by international payments other than 
those involved in such purchases? But more difficult matter 
follows. We are to exclude from the national income all that is 
“ received by native creditors of the State in interest on loans 
that have been employed ‘ unproductively,’ /. c. in sucli a way 
that they do not, as loans to buy railways would do, themselves 
‘ produce ’ money with w'hich to pay the interest on them.” 
At this point the sceptical reader may well interject, “ IfowW 
loans to buy railways produce money to pay inter(*st ? *’ But 
our author goes on, “ This means that the income re(;eivcd as 
interest on War loan — or the income paid to the State to provide 
this interest— ought to be excluded. Nor is it possible to over- 
throw this conclusion by suggesting that the money spent on 
the war has really been ‘ productive ’ because it indirectly pre- 
vented invasion and the destruction of material capital that is 
now produciiig goods sold for money; for what(*ver [product war 
expenditure may have been responsible for in this way is already 
counted in the income earned by the material capital. ’ Surely 
this introduction of “productive" in the Local (to^Tiiinent 
Board sense of “ bringing in money ” is quite misleading. 
Wliether the money was borrow'ed for a piirposti wliicli yields sojuc 
money revenue or not, makes no difference to the facst that inter est 
paid by tlio private individual A to tlie juivate individual B 
makes A’s income smaller and B‘s larger by the amount payable, 
and this is recognised in income-tax returns and everywhere cls(*. 
What is necessary to teach about »State and local debts is that, 
while it is tempting to apply the same principle by taking the 
“ income ” of the taxpayer, not as what it is usually taken fo be, 
but that amount net after deduction C)f the amount due as interest 
to the State creditors, in fact the existence of taxes on commodi- 
ties stands in the way of this easy solution. Such taxes diminish 
the purchasing power of the taxpayer, not by diminisliijig the 
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amount of money which he can spend, but by diminishing the 
amount of commodities which he can buy with a given amount 
of money, and if or in so far as the taxes raised to pay the fund- 
holder’s interest are of this kind, no deduction from income in 
the ordinary sense is required for the purpose which Professor 
Pigou has in view. If A, with £1,000 a year, pays £60 in income- 
tax, which is handed by the State to fundholders or old-age 
pensioners, it is true that he has only £950 to spend on com- 
modities and services and pay away in other taxation to State 
and local authorities, but if, still with £1,000 a year, he pays £50 
in taxes on his wine and tobacco, and that is handed to old-age 
pensioners or fundholders, it is quite wrong to say he has only 
£950 to spend and pay away in other taxation. He still has 
£1,000, and the goods and services (including those paid for by 
taxation taken as worth w'hat he pays) w^hich form his share of 
Professor Pigou's national dividend are worth that sum, so that 
the suggested deduction in order to make the national income 
corres])ond with the value of the national dividend must not be 
made. In comparing one income at one period with that at 
another period, the necessary adjustment will be made by allow- 
ing for changed purchasing power of money, but for getting 
the national income and the value of the dividend to agree 
at the same moment, no tinkering wdth the figures is required 
So far as the taxation for paying interest on the national debt 
is on commodities. As no one knows, or can possibly know, 
how far it is, the whole matter is much less easy than it 
looks. 

The suggestion that fundholders' interest forms an improper 
addition to national income recurs in a footnote to p. 626, where 
it is said that “ strictly,” taxpayers in estimating their income for 
income-tax “ ought to be allowed to deduct that part of their tax 
payment which is needed to pay the fundholders.” How the 
part falling on each individual taxpayer is to be settled, is not 
stated, and the note admits that “ the rate of tax would have to 
be considerably increased,” and then ends strangely with the 
proposition, “ incidentally, the burden would be shifted to some 
extent away from persona who pay taxes but hold no Government 
loans, on to the shoulders of large fundholders.” Why ? Assum- 
ing, as the author evidently does, that the interest is met entirely 
from income-tax, has he not forgotten that when, as in this 
country is the general rule, Government interest is subject to 
income-tax, the fundholder would gain by the deduction and lose 
hy the rise of rate equal amounts, just like a taxpayer who had 
No. 122. — VOL. XXXI. Q 
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no Government funds : and where Government interest is not 
liable to tax he would not be affected at all ? 

This talk of taxes leads me to another case in which Professor 
Pigou seems to have overrated the simplicity of their effects. 
In the chapter on “ Taxes on the Public Value of Ijand,” he 
quotes with approval the New Zealand law, which, he says, takes 
what Marshall calls the ‘‘ public value of land ” to be the actual 
value (in the everyday business sense) of the land minus the cost 
of improvements effected by the owner, so that if two properties, 
A and B, each now worth £1,000, have been created out of dismal 
swamps by tlie expenditure of £100 on A and £400 on 13, the 
“ public value of A, which can be taxed without detriment to 
enterprise, will be £900, and of B it will be £600. He thinks that 
the nine-tenths of the value of A and the six-tenths of the value of 
B, “ being duo to public causes, cannot be made less by any 
action or abstention from action on the part of the owner,” so 
that taxation of it is ‘‘ completely ‘ unavoidable ’ and the ex- 
pectation of it wholly innocuous, provided only that the lechnical 
difficulty of appropriate definition can be ovcreoinc.” This 
appears to overlook completely that remuneration of the skill and 
foresight of the swamp-draining owner is part of the cost of 
swamp-draining. In the absence (»f taxation avc may suppose 
that before the improvement the two swamps lookt'd to the 
ignorant much alike, and were offered by existing ownei*.s for sale? 
at £600 each. X being a clever man and knowing about swamjis 
bought A, wliile Y, not nearly so acute, bought B. X spent £100 
and made a profit of £300 ; Y spent £400 and made a profit of 
nil. Anything which tends to reduce the profits of swamp- 
draining will tend to discourage X and others from venturer in 
swamp-draining, and what increasing tax wdll not ? A ta:?f which 
is a fixed amount once for all, like the English Land-tax (strictly 
speaking only when all the land in the parish belongs to the same 
owner), will not discourage improvement, but any tax wdiich 
becomes heavier w^hen the value of tlic land rises by more than 
the out-of-pocket expenditure of the owmer (or than that plus 
some uniform percentage on it for profit), must deter people from 
undertaking the business of adapting land for economic use. 
It was not a difficulty of definition which first hung up and finally 
disposed of the Lloyd-George increment duty : the required tax 
may be shortly defined as “ a tax on increasing value of land w'hich 
will not discourage improvement.” The trouble is that, like the 
famous black hat, this tax does not exist. The increment duty 
was found to fall on “ builders’ profits,” and it was promised that 
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it should be amended so as to prevent this ; but there was no way 
of doing it. Of course the duty might have been a necessary 
tax although it “ discouraged improvement ” : all taxes dis- 
courage some form of expenditure, and those which discourage 
only bad forms of expenditure do not bring in enough money. 

About this many, no doubt, will agree with Professor Pigou 
rather than with the present reviewer, but fi?w will be found to 
accept the amazing paradox put forward on p. 620 that an income- 
tax with an exemption for savings is “ neutral as between saving 
and spending,” while an ordinary income-tax “ differentiates 
against saving.” Under the ordinary income-tax, A and B, with 
£1,000 a year each, pay the same tax, say £200, which leaves 
them with £800 each to spend or save as they please. A saves 
£250 and B saves nothing — ^the revenue recks not of it. Siircdy 
this is neutrality ? No, says Professor Pigou, because next yetu- 
A will be drawing say 6 per cent, on his investment, and will 
then be taxed on the £15 (jf additional income (and thus only 
have £12 additional to spend or save), whereas B, having no 
additional income, will only pay the same as before. But how is 
this differentiation against savings? The position is just the 
same as it was the year before, except that A having £1,015, 
£203 is collected from him, and he is left with £812 to spend or 
save as he pleases. On the other hand, when exemption is given 
to savings, supposing the £400 is still raised from A and B together, 
A in the fii’st year is likely to save £2C0, pay only £170 in tax and 
spend £570, while B wdll pay £230 in tax and have only £770 to 
spend. A’s position is tlien obviously improved in comparison 
with B’s, not only as against a time w hen there is a uniform income- 
tax, but also as against a time when there is no tax at all. Possibly 
the confusion is explained by Professor Pigou ’s peculiar way of 
reckoning savings. Ho says, “ If £100 of income is put away for 
saving,” a uniform income-tax at x per cent. “ removes £x from 
it at the moment,” i. e. when, the tax being at 65. , Professor 
Pigou “ saves £70 ” in the ordinary sense, he says he has “ put 
away £100 of income for saving,” thus including in his savings 
£30 which has already been collected from him by the Government, 
and which he can therefore in fact neither save nor spend. We 
save and spend out of what the Government leaves us after wc 
have paid out our income-tax. 

In its general drift the book is in accordance with the tendency 
of common opinion at the present time. Thirty years ago a 
common saying was that enough had been done about production 
— ^it was time to turn to distribution. Now' a certain reaction 
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against that rather foolish cry is in full swing, and it is being 
recognised that in estimating the merits of principles and 
machinery of distribution we must always keep production before 
our eyes. Professor Pigou, like others, is subject to the influence 
— ^the result perhaps of experience rather than of mere academic 
intellectual activity — and this book is more reactionary (in quite 
a good sense of the word) than Wealth and Welfare. There is in 
it a more complete recognition of the fact that problems of 
wages ” which were once supposed to be adequately dealt with 
under “ distribution ” are questions of the organisation of pro- 
duction. An obvious indication of this is the way in which 
Labour Problems ” have been taken out of the old Part III. 
on Distribution, but the change permeates the whole book and 
gives it “ more bite than the earlier one. It would have been 
better if it had been an entirely new book, and we may hope that 
moulds have been kept of it, so that when it is sold out its author 
may not be tempted to incorporate it in a two-thousand page 
Wdfare and Economics. Anyway it is a valiant effort by a very 
gallant gentleman to increase our economic welfare. 

Edwin Gannan 


Some Aspects of the Inequality of Incomes in Modern Commnnities. 

By Hugji D.nlton, M.A. 

Especially attractive in its subject-matter and opporlina.' 
in its appearance, Mr. Dalton's book starts with cousideral>le 
advantages; but the advantages are not iinmixed. It gains 
from tlic fact that tJie subject has hitherto ])c<*n rather curiously 
neglected; for up to 1911, as wc are reminded, no systematic 
treatise had contained any attempt to answer comprehensively 
and directly the question : What are the causes of inequality 
of incomes ? But it loses because, in spite of this fact, economists 
have somehow contrived to establish most, if not all, of the 
leading ideas bearing on the matter. These two conditions 
determine the general character of the book : they make it 
primarily a review of existing opinion and a convergence of this 
opinion on a subject not hitherto dealt with as a unity. It 
should be added that the range of opinion reviewed is wide, 
that the writing is easy and lucid, and that the treatment is 
neither diffuse nor unduly compressed. 

The case against inequality on its existing scale is so con- 
clusive that one might have hoped the opening chapters would 
have conducted its defence, and, if only by exposing the weakness 
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of its case, would have emphasised its condemnation. Would ex- 
periments in the art of living have gone so far, would our English 
countryside be so pleasant a place, had incomes in the past been 
more nearly equal ? But such considerations are not dealt with. 
They are swallowed, as they should be, in the capacious general- 
isation that up to a certain i^oint the more equal the distribu- 
tion of the total income the more fully will it satisfy economic 
needs and the larger is likely to be its contribution to economic 
welfare. • This statement does not, of course, stand without 
qualification. * Possible changes in distribution must be con- 
sidered in conjunction with their effects on the amount to be 
divided ; and emphasis is laid on the fact that accountancy in 
terms of economic welfare must further take into its reckoning, 
not only the subjective costs of producing income, but also the 
extremely unequal distribution of those costs among the producing 
parties. 

Aftc^r indicating, from spacious considerations of this kind, 
the gain to economic welfaie which may follow from a less 
unequal division of the national output and of the real costs 
involved in its production, Mr. Dalton passes to a comprehensive 
survey of past theories of distribution. This survey, being 
designed for a larger w'ork than the present book, is, as he admits, 
somewhat disproportionate to its context. But apart from being 
a convenient summary of past English and foreign theory, it 
helps forward the general argument by enabling him to emphasise 
the consideration that the theory of distribution should not be 
confined, as it usually was by the classical economists, to the 
explanation of the rates of remuneration of the factors of pro- 
duction; but should go further and consider both the causes 
that govern the proportions of the total output going to the 
different classes of producers — landlords, capitalists and labourers 
— ^and, above all, the manner in which the share going to 
each group is divided among the individuals of which it is 
composed. 

It is with these hitherto somewhat neglected questions that 
the remainder of the book is concerned. Part III, dealing with 
the Division of Income between Categories, may be left without 
comment; for it is in Part IV, on the Division of Incomes 
between Persons, that tlie chief interest of the book lies. This 
part opens with a discussion of the inequality of incomes : those 
arising from civil rights and private gifts, those from work and 
those from property ; and concludes with the author’s proposals 
for reform. 
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Tlie discussion of incomes from civil rights and private gifts, 
though it yields no new ideas, is a convenient reminder of the 
contribution to small incomes derived from such sources as Old 
Age Pensions, Insurance, educational facilities and Poor Relief. 
Professor Maegregor’s estimate is quoted as showing that in 1911 
supports to wages, in the form of working-class income from 
private charity and from national services in favour of the 
working classes, amounted to at least 15 per cent, of the annual 
wages bill ; and the conclusion is reached that there is scope for 
a large extension of income-bearing civil rights with the effect 
of reducing inequality of incomes and increasing production. 

But the treatment of incomes from w'ork is less satisfactory. 
Inequalities in these incomes are separated into those due to 
differences in the amount and those due to differences in the 
value 'per unit of the work done by individuals, llic latter arise 
mainly on the side of supply, the most imi)ortant being : first, 
the differences in attractiveness, apart from money earnings, 
of different occupations'*; and second, the lack of freedom of 
choice of occupation. No one will doubt tlu; importance of the 
second cause or deny the nature of the proper remedy — betU*r 
and more equally distributed facilities for education and training. 
But to ask what methods are available foi* reducing differences 
in the attractiveness of different occupations, is siin'ly to ask a 
question with no real meaning, for such differences are in a 
large measure elements of real income. The answi'r given only 
adds to the reader's p<*rj)lcxity. The differences will lui redii(M*d, 
he is told, among other inetliods, by ” an iiKjrcaso in tlw* rclativt* 
social c‘stecin in wijicli the occupations now lc*ast ('stccuued ait* 
held.” Is he, then, to assume that the value of tluj unit of 
w'ork in the least njputable oc(aipatiuns would be rais(‘d* by a 
cause wiiich increased their attractiveness to labour ? '.rbe point 
of criticism is not important enough to pursue fiutber ; the more 
so because tli(*ro are signs that the aigiiment has suff(^r<»d from 
late and hasty comjircssion. Jt is more interesting to turn to 
Mr. Dalton's treatment of inequalities arising from the owiu*r- 
sbip of property, in jiarticular from the “ very curious, very 
important and \K‘vy much neglected phenomenon of inherited 
w'calth." 

The charge against economists that this subject has beem 
unr(;asonably neglected is both made and removed in Mr. Dalton’s 
examination f)f tlie comparative non-fiscal law of inheritance. 
He here deals descrij)tively with limitations on the right of bequest, 
and analytically with their effucts on productivity and inequality 



19211 


DALTON : INEQUALITY OF INCOMES 


217 


of incomes. And yet the results of the discussion are somewhat 
disappointing. It is interesting to know that substantial freedom 
of bequest is praetically eonfined to English-speaking countries, 
and to have details of the application of the law of legitim in 
France, Italy and elsewhere; but the inquiry into the effects 
of those laws, and of custom working within them, yields no 
definite economic conclusion: “no important reduction of in- 
equality, or other incidental advantage, is to be anticipated from 
the adoption in this country of this legitim in its oidinary 
European form.” 

An examination of tlic fiscal law of inlieritance, however, 
gives jMr. Dalton scope for very far-reaching proposals for reform. 
Given that the institution of inheritance is one of the most 
important causes of inequality of incomes, and at the same time 
one of the most powerful means of encouraging the accumulation 
of capital, in what way may it be modified so as to improve the 
distribution, without unduly injming the production, of wealth i 
'Flic solution which we are invited to consider is based on Professor 
Rignano’s inheritance scheme. This scheme proposes that an 
estate passing by death through the hands of successive heirs 
should be subjected to a series of progressive taxes, the State 
taking, perhaps, one-third at the first transmission, two-thirds 
i\t the si'cond and the whole at the third; the essential principh' 
on which it rests being that the more remote the taxation of 
W('alth from the party who accumulated it, the less will b(? its 
tlcterrcnt elTicts on the accumulation or conservation of that 
wealth. 

Mr. Dalton proposes to utilise the principle in tliis w'ay. 
On th(» yiassiiig at death of an estate of a value exceeding, say, 
ifiOO, thei(‘ should lx? levied twD taxes: the first, a tax graduated 
progressively in aecorilance' with the size of the taxable estate, 
should be levii'd only on that property which the deceased had 
himself acquired by gift or inlieritance; the second, a tax on 
the remaining estate, should bi* graduated in accordance with 
the size of individual inheritances, and should take 100 per cent, 
of legacies above a very large figure in order to introduce Mill’s 
princjplii of a maxi inn in individual inheritance. In order to 
r(aluco the administrative difficulties of separating the twD 
sources of inherited property, it is proposed that all transfers of 
wealth in excess of, say, £2000, whether by gifts i/tfer vivos or 
by death, should pass into the legal ownership of the Public 
'rrustee, whoso duty it would be to pay to beneficiaries tlie 
incomes to w-bich they were entitled, and to undertake the 
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administration of all the property, with the possible exception 
of highly speculative and private businesses which would pre- 
sumably bo sold by him in the open market. The income 
received from these inheritance taxes would ultimately be 
entrusted to Public Assets Commissioners, and applied by them 
partly to the extinction of public debt, partly to tlus accumula- 
tion of a great national fund, available, as public policy might 
direct, for such purposes as the purchase of industries, or the 
development of the sources of supply of our raw materials. 

Mr. Dalton no doubt anticipates that so far-reaching and so 
rapid an extension of public control of industry will be sufficient 
to ensure on the part of many of his readers a whole-hearted 
condemnation of his proposals. Among those who are not 
moved by this objection he must expect doubt with regard to 
their effects on productivity. The Public Trustee may, indeed, 
check the decumulation of existing wealth by holding its physical 
forms; but will the sources of new wealth, in particular indus- 
trial initiative, not be greatly impaired by the creation of a 
large class of State annuitants divorced from the control of 
capital, and by the frequent breaches of continuity in the 
ownership of private businesses with the consequent injury 
to business reputation and connections and loss of family 
tradition ? 

But, with all this, there is undeniably a great deal to be 
said for the underlying ideas : in particular the heavier and 
more remote taxation of accumulated wealth, with the accom- 
panying recognition that inherited wealth should bo held as it 
were in trust, subject to subsequent claims by the State. But 
these State claims could surely be secured by some less drastic 
measure than the assumption of control of the property*by the 
Public Trustee. Would it not be equally effective and far 
simpler if the heir retained control over his property and gave 
security for the subsequent payment of death duties by, let us 
say, taking out a life insurance policy and assigning the interest 
in it to the State ? If, in some such way as this, the spirit of 
Mr. Dalton’s proposals could be got into a working body, there 
might become available a source of revenue especially suitable for 
the reduction of public debt. May it run forward and fetch the 
age of gold. 


F. Lavington 
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Profits, Wa^es and Prices. By David Friday, Professor of 

Political Economy, University of Michigan. (New York : 

Harcourt, Brace and Howe. Pp. 256.) 

This book is most important to all who are examining the action 
of economic forces duj'ing the war and their result on profits 
and on wages. The movements of prices and wages familiar to 
us in this country arc reflected closely in the United States. 
There, as here, prices rose before rales of wages, the workman 
getting his advantage from full employment, and there also it 
seems a question whether real wages or earnings were higher 
or lower in 1920 than in 1914. The same discussions about 
profiteering, the effect of the excess profits tax, the causes of 
price inflation, the capacity of industry to bear the increased wages 
bill and the increased taxation without starving investment, have 
taken place in both countries. Professor Friday discusses such 
questions in an attractive style, lucidly and impartially. The 
United States are, of course, now in a much more favourable 
position than European countries, because during the first thirty 
months of the war they wore able to sell their increased product 
at greatly enhanced prices to Europe and to capitalise the receipts. 
They were thus in a condition of extraordinary financial strength 
for facing the relatively short period of their war expenses. The 
following table (p, 15 and ji. 64) indicate very clearly the dates 
and magnitude of the profits made by corporations : — 


Nkt Income of all Cobfo rations. 




Dollars, millions. 


Surplus 

Reinvested 


Before Taxes. 

Federal Taxes. 

After Taxes. 

Dividends. 

]914 

3710 

39 

3071 

2412 

1299 

1916 

5184 

67 

5127 

2595 

2590 

1910 

8700 

172 

8594 

3784 

4810 

1917 

1U730 

2142 

8588 

4652 

3936 

1918 

9500 

3200 

6300 

4250 

2050 

1919 

8500 

1800 

6700 

3900 

2800 


In 1914 and 1915 the tables are not quite consistent with 
one another, and it appears that the dividends and surplus should 
each be reduced 1 per cent. In 1918 and 1919 the total figures 
are estimates, believed to bo correct within 5 per cent. The 
lessons to be drawn from this and similar tables are that profits 
were enormous in 1916 and 1917, that taxation did not trench 
on them very seriously, and that reinvestment in 1919 bore as 
high a proportion to net income (before taxation) as in 1914, 
which was also approximately the proportion in each year from 
1909 to 1913. 
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Professor Friday is able to obtain statistics, for the most part 
official, which appear to give adequate answers to all those ques- 
tions which, for want of information, arc the despair of economists 
and politicians hero. It is not possible to criticise their accuracy, 
but we may hope that they are sufficiently precise and definite 
to bear the arguments based on them, for the author has spared 
no pains in his endeavours to make them complete and co- 
ordinated. He is able, for example, to show year by year (p. 124) 
the distribution of the net product of mining, manufacturing, 
railroad and public utility corporations. In 1913 wages took 
63‘9 per cent., tjixes 3*8, interest 8*9, dividends 18-5, and tlie 
surplus was 4*9; in 1919 the numbers in the same order were 
70-2, 9*0, 5*0, 11*1 and 4*7. Wages had advanced relatively, 
interest and dividends had fallen ; but tliis relative gain took place 
entirely since 1918, while in 1917 the percentage to wages was 
as low as 64*3. Nevertheless, owing to the great increase already 
indicated in output and prices, wages had risen considc^rably hy 
1917, but profits had risen more. It may be noted that the pro- 
portion to wages in 1913 — viz., 66| per cent, of taxes arc ex- 
cluded — is very nearly the same as tins proportion estimated in 
this country in 1907 for wages and sahnies — viz., (58 per cenl. 
It may very well be the ease that the proportion has changed 
here in the same way as in TJ.S.A. 

It is estimated that tlie increase in productive output during 
the war was at least 20 per ec^nt., apar(. from the increase in 
prices; but since tJic Armistice it is believed (hat tlic^ workman's 
effort has fallen very considerably. 

b'inally, we may call special attention to Chapter Ilf, wher(‘ 
a very interesting account is given of the variability of prolit 
both between and within industries, for a long series of ye.ars. 

A. L. llOWLEY 


Elements of Statistics, T?y A. L. llowrKY, Se.D., Pi^ofessor of 
Statistics in the University of London . Fourth edition, revised 
and enlarged. (London : P. S. King & Son. New York : 
Charles Scribner’s Sons. 1920. Pp. xii. -f 454. Price 2is. 
net, or in two i)arts, Part I 1(3^. net. Part II 12s. 6d. net.) 

Many of us, to whom the first edition of Dr. Bowley’a Elements 
has been familiar for twenty years, have hoped for long that lu^ 
would at some time find it possible to effect an extensive revision, 
and in particular to deal more fully with mathematical methods. 
Such a revision has now bc'cn carrie<l out and the results are before 
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US in the Fourth Edition. The re-casting has mainly affected 
Part II, “ Applications of Mathematics to Statistics.” In the 
first edition of 1901, Part I, on “General Elementary Methods,” 
occupied 258 pages; it now extends to 241 only. To Part II 
was given a mere 68 pages ; it is now to all intents and purposes 
a new work of 210 pages. The whole volume appears to have 
been reset. 

In Part I the main altercations are as follows : In (iheapter III 
the section on the work of tlie Labour Dcpai tnicnt, «as .an illus- 
tration of method, has been replaced by an account — a much 
more interesting and illuminating account — of tlie investigations 
relating to the condition of the working-classes, the results of 
which were published in Livelihood and Pomrly. (Jhapter V, on 
Averages, has been rearranged and a rather fuller discussion 
has been given of weighting. The following chapter, VI, giving 
some examples of the use of averages in tabulation, has been 
replaced by a new chapter on Measures of iJispersion and Skew- 
ness. In Chapter IX the space given to discussion of index 
numbers of retail prices has been increased, anrl, finally, the second 
section of the concluding chapter, on Interpolation, has been 
re-written and considerably extended. There are very few points 
calling for comment. The present reviewer would like to have 
soon the mctliod of standardisation, e. (/. of death-rates, which is 
barely referred to in Chapter V, treated more fully, in view of its 
iinportance and its very wide applicability. In the chapter on 
Index Numbers he would .also like to have found some more 
detailed d(\scriptioii and discussion of t hc^ priucip.al index numbers 
of prices. The only point which he feels calls for some adverse 
criticism is that the ])aragraj)li should still stand stating that the 
discussion of the proper choice of weights has oc^eupied a space 
in statistical literature out of .all proportion to its signific.ance, 
“ for it may be Scaid at once that no great import .anco need be 
.attached to the speei.al choice of weights. One of the most 
convenient facts of statistical theory is that, given certain 
conditions, the s.ame result is obtained with sufficient closeness 
wh.atover logical system of weights is applied.” It is precisely 
the “ logical ” system of weighting that is apt to lead to marked 
differences. Such language could hardly h.ave been used if there 
had been a full treatment of standardisation, for example, wliich 
is simply a process of logical weighting and, as every one knows 
who has used it, may have very marked effects. The statement 
is dangerous, though perhaps not misleading thanks to the 
subsequent discussion, and it would be safer to warn the student 
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at the outset that unless certain conditions are fulfilled, weighting 
may make any difference — as large as you please — ^and to show 
him cases in wiiich it does so. The chapter on Interpolation has 
been greatly improved by the increased space devoted to the 
subject, and is now a very useful introduction for the student — 
the only introduction, indeed, that is readily available. 

As Part II is practically a new work, it may bo useful to give, 
in the first place, some account of its contents. The opening 
chapter deals with the general conception of the frequency dis- 
tribution, the measurement of dispersion, and the calculation 
of moments. The elementary principles of algebraic probability 
are then developed, and the deduction of the normal curve of 
error from the binomial scries. Bernoulli’s laws follow and many 
applications to cases of sampling, a section on the Law of Small 
Numbers ” concluding the chapter. Chapter III, on the Law 
of Great Numbers (the Generalised Law of Error), develops tlu? 
normal law from wider hypotheses ; the second ai^proximation is 
given and its use illustrated. In Chapter IV the precision of 
sums and averages, the effect of absolute errors in weighted sums 
and averages, and of relative errors in products, quotients and 
averages, and the testing of significance of differences between 
averages, are dealt with in detail. “ Empirical Frequency Ec^ua- 
tions ” is the subject of the next chapter, which gives a very brief 
exposition — of only seven pages — of Pearson’s curves, Edge- 
worth’s method, Pareto’s law for the distribution of wealth, and 
Makeham’s law. Ur. Bowley then proceeds to the subject of 
correlation, considered mainly from the standpoint of the normal 
IsLw; the correlation ratio, the measurement of correlation 
between ungraded vanables on the assumption of normality, the 
method of contingency, and the problem of the corrdation of 
time-series arc also discussed, and the following chapter gives 
examples. The effect on the expression for the normal cor- 
relation surface of the retention of terms in 1 /%/r i*' shown in a 
note at the end of the latter chapter. Partial and multiple 
correlation receives rather condensed consideration in Chapter 
VIII, and Chapter IX turns to the very difficult subject of the 
measurement of precision of statistical constants from the stand- 
point of inverse probability. The final chapter deals with 
Professor Pearson’s method of testing ** goodness of fit,” a very 
much simplified proof by induction being given, and some 
mathematical notes on special points (including, among others, 
Sheppard’s corrections for moments, the moments and constants 
of the second approximation to the normal law of error, and the 
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normality of deviations in the errors of moments, etc.) conclude 
the volume. 

Any reader who knows the earlier editions will see from this 
description how greatly Part II has been changed. It now 
affords a broad survey of the whole field. On certain subjects, 
6 . g, on multiple correlation and on modes of deriving frequency 
curves other than the normal (why call them all empiriail curves ? 
they are often no more so and no less so than the normal curve), 
the student will have to search elsewhere for more detailed treat- 
ment and illustration, but, on the other hand, he will find much 
treated in Dr. Bowley’s book that is not dealt with elsewhere in 
such detail, or at all. Nowhere else will he find, certainly in any 
English work, so many illustrations of the theory of sampling 
as applied to social investigation. Attention may especially be 
directed to the rules and cautions on this matter given on pp. 
278-80. Nowhere else at all, so far as we are aware, will the student 
find in volume form any description given, or use made, of the 
second approximation to the normal law. Throughout, the 
number of sociological and economic illustrations is unequalled; 
but when Dr. Bowlcy states that examples have been chosen 
“ principally ’’ from these fields, the term must not be taken in 
too strict a sense. Even Dr. Bowlcy has had to draw on other 
material. Apart from the numerous illustrations in artificial 
chance, lengths of bricks, skull measurements, speeds of pedes- 
trians, records in horse-races, hair colours, the right ascension of 
the Pole Star, or markings on herrings cannot be regarded as of 
much economic or sociological interest. The fact that a writer 
who is especially desirous of drawing his illustrations from the 
economic field is nevertheless compelled to take many examples 
from other soui*ccs, suggests that it is really difficult to obtain 
the required variety of illustrations from the field desired. 
Certainly the reviewer has found this to bo so. 

Dr. Bowley recognises in his preface that his views on certain 
points respecting mathematical methods will not .always command 
assent, but this is hardly the place in which to deal with such 
technical matters. Apart from all matters of controversy — if 
one ought even to dignify by such a name questions that are 
really of quite a minor Wnd — ^Part II now forms an excellent 
volume to put in the hands of the economic student with 
mathematical training, if he has had good mathematical training. 
“ The actual knowledge postulated,” says Dr. Bowley, “ is that 
obtainable in a graduate course on the calculus,” the only theorems 
not generally included being proved in the Appendix. This is. 
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if anything, rather too slight a description of the mathematical 
ability required : the reader must be really familiar with the 
calculus, and for Chapter VIII with determinants. Had so 
much mathematics not been assumed, the ground covered would 
have had to be greatly restricted, but the assumption has its 
inevitable disadvantages for the average student. 

In its new, and greatly improved, form Dr. Bowley’s volume 
is assured of a long life, and one would like to plead for two minor 
improvements in future issues. First, that the chapter o!i 
Interpolation should be included with Part II when that part 
is bound soparatol}^ for it is mainly of use to the mathematical 
student, and the mathematician will complain at having to 
purchase the whole of Part I, when all he wants is CJiapter X. 
Secondly, that the index should be revised and made much more 
detailed. The book is bound to be turned to very frequently lor 
reference, and the present index is incomplete (e. gr. binomial do(‘.s 
not occur, though multinomial does) and insufficiently detailed 
(cf . under weighted average), so that one may have to search through 
a number of jiages before finding the desij'tjd i^assage. It would 
be very convenient to index even the subject matters of examples 
worked in the text, as it is often by the example that one recalls 
a particular paragraph in which some point is discussed. 

G. UoNY Yuli: 

Karl Marx and Modern Socialism. By F. II. Salter, ]\1.A., 

Fellow and Lecturer in Magdalene College, Cambridge'. 

(London : Jlacmillan & Co. 1921. Pp. 203. Price 

St. Paul (1 Cor. ix. 18-'22) made himself all things to all nu n 
in order to gain convei ts. To the wt^ak he became weak, fo tlie 
Jew a Jew, to them that are vithout the law he, tdb, became 
without the law. Mr. Salter has tried to follow the Pauline 
example. But there is a difference. The aposth? ffid not 
become all things at the same time to the same T>eoplc. And 
throughout his cconomic^s of truth ho clung steaucastly to his 
own &m faith. Whether Mr. Salter believes in Marx at all or 
how much must be doubtful to any reader of his book. He 
glorifies and he*, condemns Marx with btjwildering quick changes. 
To bo everything by turns and nothing long in judgments on the 
same man in the same book can only puzzle the reader. To 
revert to Pauline language, it is not for edification. 

The first sentence of the book declares that it not in 
any way an anti-collectivist pamphlet.” Far from it. By the 
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use of a pair of scissors a very fair specimen of the common 
Marxian pamphlet might be compiled. Here are a few samples. 

“ Marx has certainly had less than justice done him hitherto ” 
(Preface). This “hitherto ” is rather lordly, but may go to the 
making of a Marxian pamphlet. The following is better : “ For 
the descriptive portions of the book (Capital) the hackneyed 
phrase ‘ masterly ’ is barely enough praise. It would be hard 
to do adequate justice to the j)aiiistaking research, the able 
liandling of nuiteriaLs, and, finally, the compreheJisive survey 
produced.” 

Marx’s use of mathematics doc^s not call forth such extrava- 
gant praise, but at any rate it is made to appear better than that 
of the mathematical economists. “ We do not mind Marx being 
somewhat algebraical : he at any rate has sjjared us the differential 
calculus which some economists consider indispensable.” This 
is indeed being moie than weak to the weak. 

The plagiarisms of ilarx are fully admitted (Foxwcll could 
nut be denied), but they are explained away. “ However much 
his theory of value may seem to have been anticipated, almost 
word for word, by the early English Socialists, there is this 
important difference between them, that their view’s rest on a 
much less solid basis of systematic and closely -n^asoned argu- 
mcJitation than do his, w^hilst in their constructive juoposals 
(hey shew themsclvc‘s to be idealists and Utojuans. They W’ould 
doubtless have claimed that their Socialism W'as in accordance 
with nature ; tliey would not have claimed, as Marx did for his, 
that it was in accordance with science.” 

As will api)ear below, .Mr. Salter himself show’s that Marx 
W’as esscuitialiy unscieiitilic. 

The Marxian theory of value has been shown to be hopelessly 
contradictory and illusory by the “hitherto” critics, and Mr. 
Halter gives in two chapters (\' and VI) a forcible reproduction 
of their main point. s. He tries, however, to minimise the effect 
at the outset by saying that *' ^laix s theory of value is not really 
the corner-stone of his economic doctrine.” It may be rejoined 
that in the first volume of Capilal— ihv only one completed by Slarx 
himself and the volume most commonly quoted — ^it w’as not only 
the corner-stone but the chief jmrt of the building. Unluckily, 
when Engels coinpiU^d the third volume out of the materials left 
by Marx there was disclosed “ the great contradiction ” that 
dynamited the old corner-stone, and the remains W’cro “ avowedly 
Q-bandoned.” The worst of it is that, as Sir. Salter shows in the 
^Joncluding part of the chapter entitled “ Surplus Value and the 
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Great Contradiction/’ the followers of Marx have continued to 
base the exploitation of labour on this avowedly abandoned ” 
theory of surplus value. 

The followers of Marx do not read his Capital for themselves. 
They are impressed by the appearance of scientific elaboration. 
They think that Marx has “ proved ” what the common people 
had always believed. 

The central idea of the exploitation of labour was expressed 
by Sir Thomas More in his Utopia (first published in Latin, 1616), 
with far more moving force than by Marx. In the conclusion 
of the narrative the discoverer of Utopia — Raphael Hythloday — 
is made to contrast the economic system of that commonwealth 
with that of other nations.^ In all other places, whilst people 
speak of a Commonwealth, every man seeks only his own wealth. 
... I W’oiild gladly hear any man compare the justice, that is 
amongst them [the Utopists] with that of all other nations; 
among w'hom, may I perish, if I see anj-thing that looks either 
like justice or equity ; for what justice is there in this, that a 
nobleman, a goldsmith, a banker, or any other man that docs 
nothing at all, or, at the best, is employed in things that arc of 
no great use to the public, should live in great luxury and splen- 
dour on what is so ill acquired; and a mean man, a cart(‘r, a 
smith or a ploughman, that works harder than even the beasts 
themselves and is employed in labours so necc'ssary that no 
commonwealth could hold out a year without them, can only 
earn so poor a livelihood and must lead so miserable a life that 
the condition of the beasts is much better tluin theirs ? For as 
the beasts do not work so constantly, so they fec'd almost as well 
and with more pleasure; and have no anxiefy about what is to 
come, whilst these men are oppressed by a barren and fruitless 
employment and tormented by the apprehension of* want in 
their old age. . . . The richer sort arc often endeavouring to 
bring the hire of labourers lower not only by their fraudulent 
practices, but by the laws which they procure to be nuide to that 
effect. . . . Therefore I must say that, as I hope for mercy, 1 
can have no other notion of all the governments that I see or 
know than that they are a conspiracy of the rich who, on the 
pretence of managing the public, only pursue their private ends 
and devise all the ways and arts they can find out; fii'st that 
they may without danger preserve all that they have so ill 
acquired, and then that they may engage the poor to toil and 


^ Bishop Burnet’s translation, p. 204 (edition 1808). 
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labour for thorn at as low rates as possible, and oppress them as 
much as they please. . . 

It is refreshing to tui*n from the “ scientific camouflage of 
Marx to the direct appeal of the father of the English Utopists. 
And, after all, it is the Utopists and not the class-hatredists who 
amongst the Socialists have had any real influence on the advance- 
ment of economic thought and social improvements. 

It is time, however, to return to Mi\ Salter’s version of Marx. 
He consoles the Marxians for the loss of one corner-stone by 
admitting and admiring the solidity of another. “ The 
materialistic conception of history has been hailed as the corner- 
stone of the Marxian edifice, and so indeed it is,'* Mr. Salter 
himself points out so many cracks and fissures in this corner-stone 
that the wonder is how he can bring himself to such extravagant 
eulogy on this part of the work of Marx. “ It was a great achieve- 
ment to show onr(' for all that there was evolution in the social 
as well as in the physical world. This meant a new hope for 
countless millions. The Socialists found themselves no longer a 
struggling handful of middle-class enthusiasts (which was all 
th(‘y were in pre-Marxian days), but part of a huge and ever- 
growing multitude. Oji the other hand, Marx gave to Socialism 
not merely an acjccssion of numerical strength, but what it needed 
far more, emaiu*ipalion from Utopianism. He made clear to 
the world that there was a third alternative to the static, immobile 
social ord(»r of the economists and the impossible reconstructions 
of the idealists in the shape of a world of change, evolving accord- 
ing to laws which were definite, natural and scientifically ascer- 
tainable.” In the very next sentence Mr. Salter, according to 
his usual practice, abandons the “once for all” and shatters 
the new ho])e. “ The comparative weakness of Marx’s con- 
structive ideas docs not detract from the great work he actually 
a(!eomplished, but, of coursu, it makes him a less valuable guide 
for the problems of the j)re.sent day. . . . Many to-day will be 
less inclined to be influenced by him tlian they otherwi.so might 
be, owing to the very minor jilaee he concedes to ethical con- 
siderations. ... A more outs])oken ap])eal to the idea of social 
service would have put his teaching in closer touch \nth the 
spirit of our age, which is, however shy we may be of admitting 
it, predominantly ethical.” Marx, we are told, was a scientist, 
“all scientists are ?///moral, oven as Nature herself is.” 
^hc meaning and the force of the Mwmorality of Marx are best 
shown by the quotation by Mr. Salter from a letter by Marx to 

Angels. Mr. Salter has deserved w’ell of the republic of letters 
No. 122. — VOL. XXXI. R 
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by making this extract available and putting in italics the essential 
point. Marx is describing the alternative draft he prepared for 
the first International. “ My suggestions were all accepted by 
the Committee ; they merely instructed mo to introduce in the 
preamble to the statutes a couple of clauses about rights and 
duties and about truth, justice and morality, but I have put them 
in in such a way that they won^i be able to do much haim'" 

In dealing ^vith the materialistic conception of history 
(Chapter VII), Mr. Salter observes that, as a serious subject of 
study, economic history dates only from the last quarter of the 
nineteenth century. Mr. Salter has forgotten Adam Smith. 
Ho should refresh his memory by loolcing at the Preface to tJu; 
edition of the Wealth of Nations, by Thorold Rogers (Rogers anti 
Cunningham arc called by Mr. Salter the real fathers of economic 
history), or, better still, he should read the original. The real 
Adam Smith was a master of moral philosoj^iiy as wtJl as of 
economic history. Ho showed that he fully realised the strengtlj 
and the limitations of the historical method long beloit? the 
name was invented. 

On Mr. Salter’s own admissions, Marx was not in aj\>' aeeej)ted 
sense scientific. It must be confessetl that when Marx undc'i - 
took * scientific ’ enquiries it was with the intention of justifying 
preconceived ideas. This was his weakness all tJjrough.” 'Jliis 
criticism was called forth by the failure of the Marxian propheei(*s. 
Marx is certainly one of the most famous of false ])rophets. 

He claimed to see irresistible tendencies whicli wert? not ti-n- 
dencies at all. He was alwa^^s dogmatic and usually ])Iausible, 
but very often wrong; nor was he as ready to acknowlidgc^ iiis 
mistakes as \vas Engels.” As the interpretation of histoiy was 
biassed, so, natiiially, were the luoidiecies sup])osed to he founded 
on it. • 

Mr. »Salter knows so well the ununsweretl criticisms of the 
fundamental ideas and methods of Marx, and puts his own 
version of them so efTectively, that the reader is amazed at lia^ 
lavish praise bestowed and the attempts to minimiso thc} evil 
results of his unscientific and wumoral dogmatism. It is astonish- 
ing, also, to find that one who has read and epitomised the argu- 
ment of lionin can write of Marx in the general conclusion : 
“ Individual phrases may bo found in Mai'X to justify an ajqxaJ 
to violence or to economic ( ? direct) action, but these ajo con- 
trary to the whole spirit of his teaching; political action ifc^ 
what he advocates, if for no othoi* reason than that it is moi>t 
practicable.” 
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In the last number of this Journal, in a review of A. Loria’s 
book on Marx, Professor Edgeworth concludes by saying that it 
is a psychological question of some practical importance how the 
same mind could hold at the same time with respect to the same 
person judgments so different. The same question is forced on 
the reader of Mr. Salter’s book. With Mr. Salter the antidote 
follows the dote with such rhythmical regularity that it may 
bo thought that the general effect must be innocuous. It is 
to bo feared, however, that the people whose idea of science 
(like that of Marx) is the confirmation of pre-established opinions 
will accept the eulogies and pass by the mistakes.” 

In these days a writer who has understood the weaknesses 
and the contradictions of IMarx ought to have the courage to 
show the real balance of the account. There can be no real 
progress in any science, economic or other, unless exploded 
fallacies are allowed to disapi)ear into the limbo prepared for 
vanities that have had their day. 

J. S. Nicholson 


The Indudrial and Commercial Recolnilons in (Jreat Britain 
during the Nineteenth Century, By h. (\ A. Knowles, Litt.D. 
(London : Routledge & Co. Pp. xii + 112. Price Grf. 
net.) 

Dedicated to the memory of Dr. Cunningham, for uidth 
and variety of knowledge Mrs. Knowles' l)(K)k justifies its dedica- 
tion. Its point of view also is in tJie Cunningham tradition. 
“ 1 have wished especially to lay str(*ss on the world position 
of the United Kingdom during tin* past C(‘ntury ” (p. vii) : so 
this is not, like some of the lessiT text -books which one has seen 
latterly, a rechaaffee of The llidory of Trade Unionism by B. 
and S. Webb, nor yet, liki* some recent larger books above tin* 
“text” level, an indictment of the early nineteentli century 
from a rather superior jdatform in the twentieth. Its centuries 
are in perspective, and its kingdoms not out of drawing. This 
is, of course, wliat would be expected from the author ; but the 
international setting is an innovation in English economic 
history. 

Whether to judge it as a text-book or as something more is a 
difficulty. In form — ^synopses; (a), (fe), (c): live causes of this 
and four causes of that — it is the text-book. And in format 
it is very much the text-book, of the kind in whi(^h one would 
i^ot expect to find original scholarship if one liapinuied not to 
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know the authoi*. Per contra^ there are 400 pp. of sound learning 
for six and sixpence. Tliey are divided among an introduction 
and six “ parts.” The Introduction — The Principal Features 
of Nineteenth-ceninry Economic Development — is a remarkable 
international survey, striking the keynote of the book. The 
first part (pp. 15-109) discusses the Indmtrial Revolution caused 
by Machinery as it ought to be discussed, i, e, from the point of 
view of its causation, pace, and ultimate significance. In spite 
of the supposed familiarity of the subject, this is a bit of really 
original work, and it gains on almost every page from its author’s 
international outlook. The ordinary books never tell students, 
for instance, that “in no other country was the transition so 
slow as in this country ” (p. 78) ; but it is probably true, though 
one would like to argue with Mrs. Knowles the case of France. 
Nor do such books always make so clear as Mrs. Knowles does 
that War, and not the Industrial Revolution or Capitalism, was 
the cause of the worst distresses. Nor, again, does one often get 
even the beginnings of a well-informed discussion an to wliy 
the Revolution began here, and not in Holland or in France 
(p. 26 sqq,). Nor yet, again, such a full justification, based on 
a broad historical survey, of the thesis — “ the factoiy system 
did not (jrcate the cjvils of overwork and child labour . . . nor 
did it create the insanitary state of the towns, whieli had existed 
since the Middle Ages ” (p. 392). An interesting point, made in 
this connection, is that the failure of the early nineteenth century 
to deal with some obvious evils was due less to aj)atliy than to 
unavoidable incompetence. Until certain disco veri(*s and inven- 
tions had been made, all the goodwill and all the democracy 
in the world would not have made London sanitary. 

This section contains, among many other good tilings, a 
discussion of the transition from family earnings to Individual 
earnings, as usual with international comparisons (p]>. 62, etc.), 
and a discussion of (lie effect of the eightei'iith -century pro- 
hibition of Indian cottoi\ goods on the adoption of machinery 
(p. 43). One wishes there had been room to work this out 
more fully. 

Part 111 — Indnslrial and C&inmercial Policy in Great Britain 
during the Nineteenth Century — ^is more of a summary than 
Part 11, though a most useful summary. It is perhaps a little- 
crowded and so not always so clear as it might be ; but it is all 
first-hand work. The crowded feeling increases in some of the 
later parts, as was perhaps inevitable when, for example, the 
effects of mechanical transport on British and Irish Agi’icultiire 
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have to be set out in thirty pages (Part VII). The two most 
striking of the later Parts are IV, The Commercial Revolution 
caitsed by Mechanical Transport, and VI, The Industrial aiid 
Commercial Revolutions and the New Constructive Imperialism, a 
section which one wishes Dr. Cunningham could liave lived to 
read, so (mtirely would he liave sympathised with it. Lest 
those who recall his stout party spirit should misunderstand, it 
should be added that the section is thoroughly impartial- -indeed 
shows party policies often to have been little bottler than froth 
on tlic economic waves. Like eveiy other section, this draws 
on an unusually wide range of original authorities. 

It is a pity that the proof-reading is not on the same level 
as the learning. Perhaps the occurrence of one rather elaborate 
sentence on j)p. 80-7 and again on p. 89 is a relic of a device 
familiar to the oral teacher ; but in a book it is unfortunate. 
Crammar is sometimes defied and the rules of punctuation 
often Houted — e, g. (p. 303) — England “ had not to face the 
task of training an ignorant ])easantry to farm as she had got 
rid of her small farmers as the typical features of \wv agriculture, 
by the (iist (juarter of the nineteenth century, nor had she to 
teach her l)ig farnuus better methods, English agriculture was 
the model for tlie world,” etc. These are small matters, per- 
haps, but their recurrence impairs the flavour of a good book 
and — in so far as that book is to be judged as a text-book — 
might accelerate the divorce, always threatening, between learning 
and letters. 

A few statements of fact may be queried, for the later editions 
wliich are certain to be demanded. P. 2o2, line 2, seems not to 
make sense ; “ 102 weeks can hardly bo correct. On ji. 208, 
is not the statement that “ the control of the world's metal 
market was in the hands of a group of (German metal traders ” 
too sweeping ? 1 do not think it was ever contended that those 

firms controlled wJiat the Munitions people called “ fenous ” 
metals. P. 244, “ the canals . . . were a great financial success." 
Not all. Mrs. Knowles only quotes the dividends of those that 
wen*. For once, she seems to have overlooketl a piece of recent 
work — ilackman's Tran sftortat ion in Modern England. The 
statements that “in (lermany " the railways “ were transferred 
from private to State owTiership " (p.l3), and tliat “in Germany , 
the existing railways came into the hands of the various State 
Oovernments after 1879” (p. 254), are not quite correct. Han- 
over, for one, always had State railways. Ft is not, 1 think, 
true that “each of the reciprocity treaties negotiated between 
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1825 and 1843 “ meant the abandonment of some portion of 
tlie Navigation Acts (p. 297), unless the term Navigation Acts 
is used very widely and loosely. The statement (p. 74) that 
“ it was not until 1820 that the tools were invented with which 
machines could be rapidly made is haid to interpret. The 
inventions which resulted in machine tools were not, of course, 
all made in one year; and 1 am not sure which of them Mrs. 
Knowles has in mind under the year 1820. Some important 
inventions in this series were made twenty years earlier. But 
the series has not received from economic historians the loving 
attention never denied to jennies, water frames and mules. 

J. H. Clapitam 


Efisay on Medkvml Econaniic Teaching, By Georok O’Brien, 
Litt.D., M.R.I.A. (London: Longmans, Green & Co. 
Pp. 242. Price Us, Gd.) 

In this work Dr. O’Brien makes a distinctly useful contribu- 
tion to economic literature. To set the (iconomic theories of 
the thirteenth and fourteenth centuries in their true light might 
seem at first sight a task hardly worth the labour involved. 
It has been the custom to regard the speculations of mcdifcval 
theologians and philosophers on economic questions as of litth* 
value for scientific purposes. For the student of ethical problems 
they may have a certain interest. But for the economist, as 
sucli, Ethics is irrelevant; even the principle of honesty in 
commercial d(‘alings is of importance to him only in so fai* as it 
is the policy that pays best. There was a time when this was 
the accepted view, and there may still b(^ those who hold it. 
But the study of rights and wrongs in the distribution of wealth 
which the movennents of our own day force uj)on the economist 
has restored Ethics to its rightful place in economic science. 
Fundamentally the issues on which the burning controversi(‘s 
of to-day are waged are ethical in character. To what other 
branch of moral science can we assign the passionately disputed 
questions affecting claims to rent, interest, profits and wages ? 

In mediaeval times these questions were discussed chiefly in 
their ethical aspect, for the thinkers of those days were, before 
all else, theologians and moralists. The master minds of the 
period brought to their investigations a keenness of intellect and 
a penetrating power of analysis which have not been surpassed in 
succeeding centuries. Their theories on the topics mentioned are 
products of clear and definite thought, and, as such, they cannot 
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fail to aid the serious student in dealing with the problems they 
sought to solve, and which are still with us. 

Dr. O’Brien has made their teachings accessible to the latter- 
day economist by gathering them from the treatises of masters 
and commentators through which they are scattered, and pre- 
senting them to us as a complete and coherent body of doctrine. 
For this service he deserves the thanks of all who are in search 
of a sound philosophy of social life. 

Human society is held together by the dependence of men 
on one another for everything that lifts them above the brute. 
No one is sufficient for himself. Exchange of goods and services 
is not merely essential to man’s material welfare, it is the ultimate 
basis on which society rests. Exchange is the transfer to another 
of that which is mine on condition of receiving some goods 
possessed by that other. The “ mineness ” and “ thiiieness ” 
attaching to things of which men dispose is called proi)erty or 
ownership. The conception of property is thus fundamental ; 
apart from it exchange is inconceivable. It applies to every- 
thing which man can give for the benefit of another — external 
goods of all kinds, even the service of his owm faculties of mind 
and l)ody. Tin’s conception is subjected to ditaih'd analysis 
by the scholastic waiters. It is shown to be a natural a 

liberty to act within a certain sphere, and in respect of certain 
objects gua!*ant<'ed to the individual by the moral law which 
Nature itself dictates. To secure that liberty to the individual 
the same law' imposes on all others the obligation to respect it 
ami abstain from violating it. The material force necessary to 
])rotect this liberty may be present, or it may not. But as the 
primary and essential basis of the right is moral law*, the validity 
of the right is not alTected by the presence or absence of the 
means of enforcing it. The right of ownership or proj)erty thus 
established is the foundation and starting-point for the scholastics 
in their treatment of exchange in all its forma ; on t his rest tlioir 
theories of rent, prices, wages, profits and interest. 

The right of property implies liberty of gift, the besto\nng of 
commodities or services without stipulation or claim for a return. 
On this W'e need not dw’ell, it offers no material for controversy, 
and though in domestic life and in sehemes of benevolence public 
and private it enters largely, it has no place in the processes of 
exchange with which human intercourse is so largely concerned. 
In these each of the parties to the transaction gives of his own to 
the other. The something eaeh receives is, in his estimate, of 
at least the equivalent in value of what he gives ; othern ise he 
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would not consent to the exchange. Equivalence in value of 
the things exchanged is, for the scholastics, the canon by which 
the ethical character of all forms of exchange is governed. If 
that which is received is equal in value to that which is given, 
justice, equity, fair dealing are secured. Tliere remains only 
the problem of determining how, in s]:)eeific cases, the value on 
each side of the transaction is ascertained. 

We may now brii^fly examine how these general principles 
were applied to the several forms of (jontract. We begin with 
the letting contract, of which land-letting is a type. Assuming 
that ownership in hind, buildings, machinery and other material 
goods employed in ])roduction is establisheil, we observe that 
the use of these means and instruments of piodiu-tion is sei)arable 
from the ownership, that ownership of them may l)e letainc'd hy 
one jKjrson while the productive use is allowed to another. When 
an arrangement of this kind is rnadi*, tht‘ owius- of the means 
of production contributes through tliat whiih is liis to tlu‘ 
creation of the resulting wealth, and in this, as co i-ontributor 
with the user, he is entitletl to share. What his share shall be 
depends u])on the extent to which his contribution has influenced 
the amount of the product. In the letting of land, for example, 
that contribution will vary as the feitility of the soil vari(‘s, 
and the owner’s share will, a(*eording to the rule of equity, be 
proportionately greater or less. 

From this position there is but a step to Kicardo’s theory of 
rent. The land which yields a product barely sufficient to 
remunerate the labour or other cost of cultivation cannot be let 
for a rent ; in a system of free industry no one wciuld take it 
and pay a rent for its use ; to employ the tc^rms now euiTciit, land 
on the margin of cultivation yields no vent. This further step 
in developing the theory of rent was not taken hy IIk* mediivval 
writers, tlie feudal sysUun gave little opportunity iV»r the study 
of free dealings in land. 

The rent contract was evidently regarded by the scholastics 
as a form of partnership under whie.h the owner of land con- 
tributed one of the factors of prodiujtion, the cultivator the 
others. The principles which Justified the (jontract thus under- 
stood justified every otlufi- form of partnership, (*von that in 
which the owner of the matc^rial re.sources put nothing of Jiis own 
exertioiLs into the productive operations. In a trading enter- 
prise, for instance, the division of the profits between the partners 
was governed by the rule of equity that each should receive a 
.share proportioned to liis contribution in goods, labour or other- 
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wise to the undertaking — a rule more easilj^ stated in the abstract 
than applied in the concrete. 

Justifying rent on the ground that the landowner retains his 
right of ownership throughout the process of cultivation, the 
scholastic moralists might be expected to adopt the same principle 
in estimating the claim of the labourer for wages. H(s too, 
contributes an important factor, wholly his own, to the produc- 
tion of a given commodity : why should he not be regardtjd as a 
partner of the (capitalist, and receive a share of the product (or 
its price) proportioned to his contribution? This view of the 
relation of employed to .employer appears to underlie the claim 
now so fre(|uontly urgiJtl that the wages of the labourer shall 
increase' with a lise in the inarki't jaice of tlu^ commodity he 
hel])s to j)iodnce. But, in th(' passages fjiioted by Dr. O’Brien from 
St. Thomas Acpiinas and others, labour seems to be regarded as a 
thing wbieh is bought and sold lik(‘ market wares, and of which 
wag(*s is th(' price. Tliese moralists insist, no doubt, that the 
wages paid the labounT shall b(' suflicient to maintain him in 
d(*(('nl comfort, but to adopt this standard is to abandon the 
conce])tion of wagt's as the ecpii valent in value of tlie service 
given, and to ineasun* the chums of the labourer by the extent 
of his needs, not by tlu* value of his work. On the whole, the 
media*val tc'aching (Ui the wage contract is inadequate and 
incomplete. This, howevc»r, is not to say that it is at all less 
satisfying than any of the theories that have succeeded it. 

To the ipiestion of the just price of goods the ownership of 
which is wholly ceded in the exchange, the Schoolmen gave a 
more careful studv. Here the doctrine of equivalence in value 
was fully applied. TIu' just price of a commodity is an amount 
of money eepud in value to that of the goods received. How is 
that amount to be determined ? The immediate criterion is the 
vommunis esthnatlo. Not the estimate formed by the individual 
seIl(T or the individual buycT, each of whom is liable to be 
influeiuf'd by considerations })eculiar to himself, but the estimate 
of the average man who takes account of conditions generallj' 
prevailing, and bases his judgment on these only. Tliis answer 
is hel])ful as far as it goes. But it suggests at once a further 
question, wliich touches the essence of the problem : What are 
the considerations on which this common estimate rests \ The 
leply would seem to be : On the cost of production, of which 
labour is a chief element, on the one side ; and on the huiigentia, 
or need of the commodity, on the other. This solution of the 
problem does not appt^ar to differ materially from that offered 
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to-day by such economists as Professor Marshall. The medieval 
moralists would, however, have the relation between cost and 
demand as expressed in price ascertained by the considered 
judgment of the eompetent, and would even give to that finding 
the force of law ; the modern economist Avould leave the decision 
to the interaction of the opposed interests of seller and buyer 
in the open market. The first method was feasible in small 
communities wlicrc producer and consumer were in touch with 
one another; how it could be applied to the world-market of 
to-day, it would be diitieiilt to suggest. 

The teaching of the Schoolmen on the subject of usury is 
presented to us by Dr. O'Brien with singular cloarnes.s and force. 
As we have seen, they drew a well-defined distinctioTi betwecti 
the sale contract, the letting contract, and the loan (mutuum) 
contract. In the first the ownership of a commodity is trans- 
ferred from seller to buyer for a money consideration, and the 
transac^tion is completed; in the second the use of an object 
without the ownership is allowed, and payment for the use 
required on the grounds already ex])lained. In the third contract 
the ownership — of a sum of money, let us say — is transferred by 
the possessor to the borrower, but with the obligation of refunding 
in due time the sum lent. The money or otluT object lent 
becomes the property of the borrower, and to any production of 
wealth effcct(?d by coasuining it nothing which is the jwopcMty 
of the lender now contribute.s. When the money lent is n^turned 
to him, on what ground of equity can he claim a share in the 
W(*alth the loan may have beem used to produce ? He may 
rightfully claim compensation for any loss he sustains, or gain ho 
forgoes, or risk he und(‘i takcs in making the loan. But for the 
loan, as such, ho cannot e(|uitably osiwt componsation. Tc) put 
the matter in another way : Lcit us assume (a) that the owncj* 
cannot himself put his money to use, that it is part of a hoard ; 
(b) that his security is perfect, and no risk of loss is incurred; 
when the loan is repaid, what of hi.s own lias he gieen for which 
he can rightfully claim a further equivalent ? That the loan 
has been a benefit to the borrower docs not affect the question ; 
payment is due for what we give of our own, not for what others 
enjoy or suffer. 

Loans made under the conditions just indicated were those 
for which, the scholastic moralists held, payment could not, in 
equity, be required. If wo examine the sectioas of the Money- 
lenders Acts which provide relief for the borrower when the terms 
of the loan contract are “ harsh and unconscionable,’’ we shall 
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probabl}^ find reason to believe that the medioDval notions of 
justice in lending and borrowing are not wiiolly obsolete. 

With the rise and gi'owtli of world comnwTce, and the conse- 
quent gcuieral facilities for investment in industrial and com- 
mercial enterprises, the older do(;tiines on inter(*st had to be 
applied in new conditions. The ownc‘r of idle money could now 
employ it remuneratively in one or other of the undertakings for 
which manufacture and trade invited ilu5 co-operation of capital- 
ists. To give his money as a loan was to forgo the opportiinitj’ 
of gain thus offered him, and for this sacrifice of his interests 
he was, according to the ethics of the Schoolmen, cntithjd to 
compensation. 

Ijct us imagine ca mcdia?val jurist brought back from the 
realm to which good lawyers pass, ajid sed to presides in a modern 
court in which a borrowt'r seeks relief from what he regards as 
the exactions eif a momjy-lt uder. His contract binds the a])pli- 
eant to pay an interest of, let us say, hd per cent, on the sum 
bori owed ; the security h(' could offer was, it is shown, indifferent, 
as sheer lUKcvssity had forced him to turn to the money-lender. 
What would be the award of the judge, assuming him to bo 
guided solc‘ly by the m(MUa.'val canons of right i He would 
])robably d(*eide that as the risk was so great he would allow 
10 ])er cent, under this head, and that as the current rate obtain- 
able on th(^ sound commercial investments oj)en to the lender 
Mas about a per cent., he Mould alloM' that amount as interest on 
the loan : in all 15 ])er cent. 

'Fhc aM'ard M'ould bo in strict nc*cnrd with tlu' ])rinci])les of 
(^(piity the jiulge liad learned from his meditvval text-hooks; 
and it M'ould, inoieover, re[)roduce in eviw’y detail a recent 
judgment of the lligli Court of Knglaml, in the appeal of a 
borroMvr for relief from the obligations im])osed by his contract 
Mdth a inoney-leiuler. 

T. A. VlNLAY 

Les Finances de Guerre de rAllcmagne, By Charles Rist, 
Professeur a la faculte de Droit de Paris. (Paris ; Payot. 
Pp. 294. 8vo. Price 15 francs.) 

Professor Rlst, best knowm among us by the Ilistoire de< 
doctrines cconomiqnes (translated into English) and the Jierne 
d'ecanomie politique, in each of Miiieh he has joined his forces 
with those of Professor Gide, was associated during the War 
with Professor Lichtmiberger of the Sorbonne in editing the 
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Documents de la guerre. His recent articles in the French reviews 
have shown his competence as an expositor of financial questions, 
and prepared us to ‘welcome this critical account of German War 
Finance. The volume is ably eonceived and executed, and well 
documented, and is written with admirable lucidity, dignity, and 
moderation. 

Lucidity and sincerity arc the first essentials in financial 
statements, knowledge the first essential in financial criticism. 
The arts of camouflage, long practised by Germany in politics 
and diplomacy, wer(^ elaborately employed by her during the 
War in military und financial operations. The outbreak of war 
severed our CJorman communications. Personal investigation by 
visit or cories})onden(o was no longer possible. German docu- 
ments wore not easily obtainable or easily tested. We saw tlirongh 
a veil darkly, and on the other side of the veil a smoke cloud of 
deliberate my si ifi cat ion obscured the fads to German, and still 
more to foreign, eyes. Those who knew soimdhing of German 
government, (;lennan linaiu'o, and Gorman financiers, and of the 
close co-operation of all three in times of ])eace, w(‘ro sceptical 
of the raillery showen'd by Allied writers upon the supposed 
stupidity ami futility of Gernnui linancial expedimits. The 
light w'hicJi is now begifiniiig to spread shows the remarkable 
ability w'ith which, given her circumstances, Germany managed 
the War on its financial side. To disparage your enemy s 
resources and ])rophesy his imminent linancial collapse is a 
method of giving heart to your supporters which loses its powei’ 
to impress the neutral and to depress the adversary when days, 
months, and yc'ars follow' one another without its fulfilment. 
Prestige* was jealously guarded on the other side. Germany 
could boast that she had not had recourse to a legal moratoriuiii : 
that the Reichsbank had maintained its legal one-thirS of reserve 
throughout; that until 11)10 no w'ar taxation was imposed; that 
the War loans, at prearranged intervals of .six months, were 
sensationally subscribed at 5 per cent, at a nearly constant 
issue price little below par; and if the foreign exchanges were 
again.st her, and the national debt was growing rapidly, these 
were only temporary difilcidties. The hoped-for victory would 
remove the blockade?, revive German claims abroad, reopen her 
foreign markets, and restore the exchange. The debt (almost 
entirely internal) was a mere su.spensc account, amply covered 
by the indemnity to be extracted from the vanquished Allies. 
The huge increase in deposits during the War and the power 
to aid her confederates with men, supplies, and money were 
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pointed to as further convincing evidence of Germany's financial 
strength. 

How were these impressive results attained ? Everything 
had been carefully prepared and — when the time came — worked 
out, almost to the letter, according to plan. Erom the moment 
of the Agadir incident the Rcichsbank began vigorously to 
strengthen its gold reserve. Small notes were introduced. Gold 
was bought at a loss. Reserves were more centralised. Com- 
mitments in possibly enemy countries were reduced and shortened. 
The machinery of State bonds and the organisation of branches 
of Loan offices throughout the country were mapped out in 
advance. So far as possible, all was ready for war on the financial 
side. We know now that the results were more striking in 
appearance than in reality. The Government bonds, being legal 
money, were received into the reserve as cover for Reichsbank 
notes, though themselves uncovered. The bonds of the Loan 
offices were similarly treated, though secured only upon non- 
liquid assets. The increased deposits were diu^ partly to the 
inability to carry on normal business, and especially foreign 
business, partly to war profits, partly to inilaled eiirreney causes. 
The budgets were balanced by transferring the expenses of the 
Army, Navy, Colonies, and Military Justice entirely to the 
extraordinary War budget account, and by taking for other 
departments — even for the (]!ustoms — the same figures both for 
revenue and expenditure as in 1914, on the pretext tl\at trust- 
worthy estimates were iinpo.ssible. The figures of ('xports and 
imports, of Government borrowings from the bank, and the 
index-number of prices were suppressed. The enormous output 
of paper money, however cleverly Germany saved her face for a 
time, was doing its deadly work none tlie less, with results whicli 
are now evident. 

It is not possible to eomment here in detail upcm the facts 
and figures, based upon German autlunities, which are set out 
in detail by Rrofessor Rist. His explanation of the difliculties 
encountered, the expedients employed, and tlieir degree of 
success or failure is always clear, though not always complete in 
important particulars. The reader must turn to other sources 
to learn that the first Ijoan was issued at 97.1, the second at 081, 
the third at 09, etc. The volume bears signs of hasty revision. 
The balance of trade on page 232 is 200 millions of marks on 
each side in excess of the items tabulated. It is not evident in 
some cases whether the author is speaking of marks or francs. 
The index is four pages out for the second half of Ihe book. It 
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is to be hoped that a second edition will admit of correction of 
small blemishes of this kind. 

The chapters on foreign exchange and on the indemnity 
question are especially interesting. In comparing the positions 
of France and Germany it is suggested that while the mechanism 
of production has in Franco been brutally injured and in many 
cases wantonly destroyed, Germany is able to resume work at 
the point where it was stopped by the War. This is true of 
France, but far from true of Germany, lacking as she does the 
capital to drive her machinery of trade. J3ut this throws into 
stronger relief the author's view that it is not in the interest of 
France to strangle German commcr(!e. The statistics of French 
and German taxation are compared without analysis of such a 
character as is necessary to show the unlikeness of the two sets 
of figures or of the purposes to which the taxes are devoted. We 
are, however, told so much that is interesting and useful tliat it 
would be ungracious to lay much stress upon omissions of detail 
which, in a woric of this character, are prone to lack elabora ion 
unless they are essential to the development of the central 
argument. 

Henry Huicis 


Introduction to the Doctrine of the Sfahililif in Value t\f 
Currency, (Inleiding tot do Leer van do Waardevaslhcid 
van het Gehl.) By On. G. M. Vekki.in iStc art. ('s Graven- 
huge ; Mart i nils NijhulY, IDID. Fp. l.Sfi.) 

This book, wlii(di is tlie thesis for which the son of J'jofessor 
Verrijn Stuart was granted his doctor’s degree*, is one of the 
few valuable treatises on money which have aijpeared in Holland 
in the course of the last five years, amid an a])palliftg mass of 
amateur rubbish. It may be called a valuable treatise, ev<*Ji if 
— in the opinion of the present reviewer — it does not wholly 
disentangle the knots of the money problem ; for it goes to the 
roots of questions with that honest love of truth which is the first 
condition of scientific discovery; and it shows, moreover, an 
extensive knowledge of literature. Any book which reveals these 
qualities in its autiior will tend to clear the ground for fui’ther 
progress. 

The book covers almost the whole ground of monetary theory, 
including a critical survey of the literature, since a theory about 
the stability in value of money necessarily proceeds from a theojy 
about the value of money. It is not possible, therefore, in this 
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shoit review to do more than point out the most interesting 
passages. 

Much misunderstanding in the controversies about monetary 
theory arises from lack of precision in the use of terms. Some 
of this tlie author clears away categorically. He asserts that 
Knapp’s theory, which has been thought so much of, contributes 
nothing to the economist, as it only expresses a view as to the 
reason why some objects arc used as money. It explains nothing 
about the value of money. 

As to the definition of money, the author considers that a 
definition of any value must yield a basis for a theory of prices. 
This brings him to tiio conclusion, whicli is as true as it is 
simple, that anything is money which acts as a medium of 
exchange. Stamps, for example, do not usually constitute 
money, but they m«ay in certain circumstances be used as sucli ; 
in this case they arc monc^y; they luive tlic same effect on prices 
as other money. 

The disputes, first, between those who regard money as an 
abstract unit of account and those who consider it to lie a 
concrete^ good; secondly, between tliosc who hold the so-called 
“Waaren” (commodity) theory and the “Anweisungs” (claim) 
theory; thirdly, between the so-called nominalists and metal- 
lists; and, finally, (he controversies about the ([uaiitity theory 
-all arise siinjily from confusion of thought. The author 
is not equally successful in each case in clearing his ground. 
He rejects the theory of the abstract unit on the ground that 
“ tJie parties concenied could never be conq^elled to content 
themselves with an abstraction from this he concludes that if 
money is not an abstraction it must be a commodity. He takes 
the “ Anweisung theory to be identical wdth tlie abstract-unit 
theory; he is of opinion that money depends for its existence 
upon commodities, which already have value in use. Yet. at 
the same time, he rejects metallism, and accepts not only the 
possibility, but even — with some reserve — the desirability, of an 
entirely a-inetallic currency; and linally the conception of a 
society without a currency at all, using only an abstract unit of 
account. 

1 can see no difference between tJiis view' and the theory of 
the abstract unit, unless it be tluit up till now' we have used 
concrete currency, oven metal, to represent the {\bstract unit ; 
but this fact, of course, those who speak of an abstract unit do 
not intend to deny. 

Meanwhile, as Dr. 8tuart regards money as a eonimodity, 
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he is confronted with the same problem as most theorists of how 
to reconcile the doctrine of marginal value with that of the 
quantity theory. He tries to escape by compromise : the quan- 
tity theory must not be rejected altogether, nor must it be 
strictly adhered to. This is very unsatisfactory. On the other 
hand, the author makes an hei'oic effort to apply the theory of 
final utility to money, disregarding the fact that the utility of 
money depends on its value, so that its value can never depend 
on its utility. This effort, like that of Mises, and others before 
him, is foredoomed to failure. 

The author is misled on this i^oint by approaching the sub- 
ject in imitation of Boehm Bawerk, with the concept of an 
“ individual value in exchange.” This concept is necessai-ily 
delusive, as “ value in exchange ” is only a socialised individual 
value; and what is called “individual value in exchange r.f/. 
of money — only means “ the individual value of the commodities 
that are taken in exchange for the money.” Further, it can 
easily be proved tJiat the quantity theory and the final -utility 
theory can never apply at the same time, as tiny lead to con- 
trary results. According to the final-utility theoiy, value 
diminished gradually to zero ; whereas, in the quantity theory, it 
is divided^ and then^fore can never reach zero. llowcv(*r many 
kronos the Austrian G’overnment issues, so long as they nvdiy 
circulate, they will always liave some value, howevc'i* small. 

Half a dozen other proofs may be given to show that final 
utility is not ap])licable to money — in other words, that money 
is not a commodity, and that it functions oth(‘iwise tJian as a 
commodity, '’rims a nation is not enriched by the creation of 
paper money; tin; value of money has notJiing to do with tin* 
nature of man and his wants; the intrinsic value f>f currency 
may differ from its money value; money would be rtf no use in 
a society where commodifies arc bartered, or in an isohit(Ml 
establishment (Kinzciwirtschafi) ; that it cannot be r(*garde'l 
as a ca})ita]-goods Mises and Bortkiewicz havt*. am[)ly ])roved ; 
the value of money is changed by one facdor oidy, viz., volunn*; 
the value of commodities may be changed by two factors, viz., 
volume and wants. Some years agc) Wicksell came to tin; con- 
clusion that final utility is not .applicable in money, but he made 
no further use of this discovery. 

The only w'ay out of t hese; difficulties is to regarri money- -* 
in imitation of Knies, who again unfortunately made no further 
use of his classification — as a third category in addition to c*)n- 
sumption-goods and capitai-go<xls ; and as “ Anweisurgen ” 
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(claims), on the totality of congumption-goods. This comes to 
much the same thing as the “ abstract unit/" but the term is 
clearer ; moreover, those who initiated the theory of the abstract 
unit vitiated it by the untenable contention that there exists 
no valu(5 prol^lcm for money. Although money is not a com- 
modity, and in this sense has no value, it is nevertheless a claim 
on a commodity, and the jDroblcm remains as to what factors 
determine the value of this commodity. If there is no value 
j)roblcm in the strictest sense of tlie words, there is a purchasing- 
])owcr problem, and tJiis comes to precisely the same thing. 

Here, again, there has been verbal confusion : the word 
“ claim ” has been taken in its juridical sense. Of course, this 
is mistaken : it is meant, in the economic sense, as a power to 
dispose of a certain part of tlie stock of the community. As 
soon as this claim is xmt in writing some material is needed, be 
it only the ])aper of the bank-note or of the balance sheet, or 
the gold, silver or copper of coin. That j^art of these materials, 
however, which is us(hI for making money must be regarded as 
belonging to a tliird category. This classification, like all others 
in economic theory, only serves the purpose of enabling us to 
see clearly into the problem. 

In a very valuable little treatise on Claims and Titles from 
Ihe Point of View of the Economic Doctrine of Goods, Boehm 
Bawerk has pointed out the error of confounding the strictly 
individual value of a claim — wliieli is a merely apparent value — 
with the real value; which, in addition to the individual value, 
is the value of a. commodity to the community. It is astonishing 
that the analogy in the case of money has never oceuiTed to him. 
It stands to reason tiiat no explanation of the luirchasing power 
of metallic standard moiu\v is complote \>itliout the ajiplication 
of the final-utility theory, since the jmrehasing power of money 
must be ecpiivalent to tJie value of the metal as a commodity. 

The Anweisung (claim) theory immediately leads to the 
quantity tlieory, v^hich is the onhj theory of the value of money^ 
All objections to this theory are conliiicd to its practical utility. 
But those who deny this utility always disregard its practical 
truth, where it miglit be of use; had it been applied in these 
times, we should not have been haunted by the evils of inflation. 
This is surely amjdo merit, and in the end every capable 
theorist uses the theory because he eaniiot do without it. 
But what we want is a great deal of detailed study; and it is 
high time for there to be an end of useless quibbling, and for 
effort to be directed to developing the quantity theory in the 
No. 122. — VOL. XXXI. s 
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way 8chumpcter has done in his admirable study, Das Social- 
produkt und die Rechenpfennige, and — as I gather from the 
review in this Journal — Mr. Hawtrey has done in his book on 
Cunency and Credit, 

Tlie controversy is ultimately practical : a currency might 
conceivably be initiated without any known standard of value 
in the form of a useful commodity existing at all ; but it would 
be hardly practicable, for there would be great confusion before 
people had found out what they could sell and buy for the unit. 
In the same way, it is solely a question of practice for currency 
to be attached in value to gold. There is no theoretical dissen- 
sion between metallists and nominalists. 

But, to return to Dr. Stuart, as regards the causes that deter- 
mine the quantity of credit or banking money, the author agrees 
with Wickscll and others that these are to be found in the rate 
of discount. If bank discount is below the real interest, credit 
will increase and prices will rise. The author consequently 
blames the Dutch bank directors for maintaining for several 
years past a low discount, in spite of a steadily increasing circu- 
lation, and this without any clear motive, except, perhaps, a 
Micawber hope that something will turn up to save the guilder. 

In the second part of his work the author gives a very 
interesting critical survey of different plans for stabilising cur- 
rency, which in his opinion means that prices must remain 
stable. This ideal can nev(>r b«» attained, but peihaps we may 
get nearer to it than the gold standard permits. Dr, Stuart 
rejects the “ tabular standard,” wliich consists in changing the 
amounts of debts periodically, according to the index-numbers 
— an old idea dating from the eighteenth century, and taken up 
by no less an economist than Jevons. 

Against Fisher’s stabilised dollar he urges that trfie volume 
of credits would not depend ultiinalcly on tlie volume of gold. 
This I cannot altogether admit; but it must be granted that 
the proportion bet ween gold and credits may undergo consider- 
able change. There is a much weightier objection, however : 
the system would only act by fits and starts. I entirely agree 
with Dr. Stuart, therefore, that if in the future an attempt to 
stabilise money should be made, a far better system would be 
an entirely free currency regulated by means of bank discounts 
determined by the index-numbers. In this case, of course, the 
system of index-numbers would have to be brought to a stage 
of much greater perfection than has been so far achieved. 

It is a very great pity that a book like this, which contains 
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SO much knowledge, and on which such arduous study has been 
expended, should only be available to those who undeistand 
Dutch. Valuable contributions, such as this treatise, should have 
the whole scientific economic world as their public. 

E. VAN Dorp 


Modern Irish Trade and Industry, By E. J. Riordan, with an 

Historical Introduction by G. O'Brien, Litt.D. (London : 

Methuen. 1920. Pp. xii + *135. 7/6 net.) 

A COMPREHENSIVE review of the economic conditions of a 
country carried out in the calm and scientific manner of do Foville 
in his La France Econowiqne is always of service to the student 
who desires to have adequate material for his reasoning to rest 
on. The book before us is not quite of this character. It is 
rather an attempt to put forw^ard the views of the Society of 
which the author is Secretary, and to advocate the cause of Irish 
industries, in the pursuit of this object Mr. Riordan has brought 
together a large body of interesting facts, which may be used 
even by those who are not able to accept all his judgments. The 
broad result is undoubtedly that there has been a quite definite 
advance in some important branches of Irish economic activity. 
While the old-established employments have progressed, there 
arc indications of new lines being introduced and changes in 
localisation. Thus, there is the new growth of shipbuilding, 
elsewhere than in Belfast. There is also the marked reorganisa- 
tion of the milling industry under the pressure of new conditions 
of competition. In spite of complaints of slackness, there is 
evidence of readiness to take up really profitable business. 
Perhaps the greatest disappointment that the advocates of 
industrial development have met is the failure in the small 
local establishment in, c. y, the woollen trade. It is only 
with a struggle that the small manufacturer working in a 
non-industrial district can keep in existence. Mr. Riordan 
declares that “ The woollen industry is one naturally suited to 
the country, but if it is to expand to anything like its capable 
extent, the conservative early- Victorian ideas of so many of its 
members must be scrapped without delay, organisation on the 
most up-to-date lines must be adopted, closer w'orking arrange- 
ments between the various firms must be entered into, and a far 
keener spirit of enterprise must be displayed (p. 134). This 
sound doctrine is, however, not easy to apply in the case of the 
scattered mills that are to be found in the southern Irish area. 
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High organisation is the product of a keen industrial spirit, and 
some of the most important conditions of rapid progress are 
wanting. The chapter on “ Transit ” (XTT) gives a good account 
of the railway system and indicates some of the defects that 
lower its value to the country. There is but a bare allusion to 
the post-war situation, which, it may be said, is worse in Ireland 
than in Great Britain. Irish banking is described, from the 
material collected by The Departmental Committee on Agri- 
cultural Credit, though too much weight is given to the place of 
the co-operative societies in the Irish credit organisation as a 
whole. 

Mr. Riordan's l)ook raises the question as to the olTcct of 
what may be called i^opular preference in promoting industry. 
It is indisputable that if there is a strong effeclire sejitiment in 
favour of using home products, there will be a stimulus given to 
the production of such articles, and it is claimed that tlic Irish 
Industrial Movement has had that result. Evidence to tlial' 
effect is given in Cliapter XV, derived, curious to say, from 
Reports of the Chamberlain Tariff (>)mmission. There are two 
considerations that should be taken into account in estimating 
the full results of such an expedient. First, is there any high 
probability of this sentiment of preference being continuously 
and durably effective ? At times of excitement there may be a 
practical abandonment of the use of certain foreign commodities, 
but the steady infiuence of the economic desire for the goods of 
most value tends to wear out sentiment and to bring into ])lay 
the various forces of ev^asion. Secondly, is there not the danger 
of a rcacd.ive eiTcct on other lines of trader than those specially 
favoured \ As the popular preference device is essentially similar 
to State protection, it is bound to have the like etfcjct on tlu' 
industries tliat do not need aid, and these are es/fecially the 
export ones. For a complete judgment the whole trade anui 
not merely selected jmrtions — should be surveyed. 

The author has secured the services of a competent economic 
historian — Dr. O’Brien — to supply the historical antecedents of 
the actual trade situation. We must, however, confess to a 
feeling of disappointment at the way in which this part of the 
work has been done. Not only is the whole sketch rather per- 
functory, but there are some strange inconsistencies in statement. 
We read : “ The importation of Irish cattle and provisions into 
England was prohibited, a measure which . . . proved ultimately 
of the greatest benefit to Ireland by tempting her to develop 
the foreign provision trade which afterwards proved so lucrative 
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(p. 3). Then a few pages later we learn that “ The only industry 
other than the linen that flourished during the early part of the 
eighteenth century was the provision trade. . . . This industry, 
though productive of much benefit to those immediately con- 
cerned in it, was rather a burden than a benefit to the country 
as a whole, as it increased the temptation to convert tillage land 
into pasturage, and consequently to decrease the amount of 
employment available for the rural population *’ (p. 8). There 
is also a difficulty surrounding the statements as to the relative 
dearness of Irish and English labour (see pp. 18, 19, 22, 40, 47). 

The whole “ Introduction is unduly coloured Ijy a belief 
that ‘‘ The principal factor which operated to assist or to impede 
the development of manufactures until the middle of the nine- 
teenth century was the manipulation of protective duties and 
bounties ’*(p. 30). We would like to have the opinion of experts 
on the writer s statement that this *’ must be obvious to 
everybody *' (ihuL). 

C. Y. Bastable 


helxwd ami the rider L&jend. By W. A, McKnigiit, with 
ror(*word ” by Dr. Sophie Bryant. (London : P. S. 

King. 1921. Pp. 9G. is. net.) 

Tiik “Legend'' which gives the title to Mr. ilcKnight’s 
compilation of table.s is of long standing and has played a largo 
part in the discussion of the merits, economic and other, of the 
religions and races eoncerned. In his woll-knowui study of 
Protrd(tfifisi/f ami ('aiholici^siit, E. do J^avel(\vc states: “What 
a contrast, even in Ireland, Indween tin* exclusively Catholic! 
(Vmuaugld, and I'lstcr, where Protestantism prevails! Ulster 
is enriched by industry, (’onnaught presents a picture of desola- 
tion '* (p. 12). What .seemed too obvious for discussion to the 
Belgian economist is to Mr. MeKnight a ludicrous falsehood. 

iMo.'-f. <jf the tabular matter lies outside the field of this Journal. 
and it may be .said that the tables that are economic in character 
arc n(»t very convincing. What conclusion can really be drawn 
from the dist ribution of hiiklings in the dilTenmt Irish provinces ! 
Many small holdings in a set of counties is not a proof of low 
economic condition. Then, the asse.ssiueiits on land for income- 
tax depend on the stereotyped CJovernment valuation, which 
deprives them of a great deal of their apparent force. The truth 
is that we cannot expect to get anything more than vague 
iudications from such tigiu:es as arc supplied in this study. 
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Dr. Bryant is a capable advocate, but she must have felt that her 
case was one hard to put in a conclusive form. The real service 
of Mr. McKnight's work is that it shows how slippery are the 
grounds on which both pro-Ulsteritcs and anti-Ulsterites have 
based their confident statements. Instead of appeals to tabulated 
figures, the use of direct observation after the fashion of Le Play 
would seem to be the truly fruitful method. The observer must, 
however, be free from bias and be trained in such work. One 
result might easily be to prove that the idea of an “ Ulster " 
forming a true economic region of distinct character has, in 
fact, little or no foundation. 

C. F. Bastablk 


British War Finance, By T. J. Kiernan, M.A. (London : 

P. S. King. Pp. viii -f- 134. Bs.) 

This little book is a rather good specimen of its class. The 
regulations of our modern Universities have created a demand 
for special studies of the various questions that fall within the 
scope of each Faculty. The road to a higher Degree than tlie 
Bachelor's is by the submission of a Thesis. Hence, the pro- 
duction of economic studies on the many sides of banking, money, 
trade and industry. Mr. Kicrnan has given a clear account of 
the more prominent phases of the financial activities of the 
British Government during the recent years of war. He has 
read the available material and is generally sensible in his judg- 
ments. It may be suggested that he lays too much stress on 
the power of banks to create what he calls “ cheque currency.*’ 
In the long run it is the real, not the fictitious, deposits that 
form the basis of the credit circulation. The operation of bank 
overdrafts, though it adds elasticity to the modern creJlit system, 
has its effective limits. The criticisms on the laxity of financial 
administration during the whole war period may be accepted, 
but the author is hardly just in his statement that, “ In general, 
the Chancellors (why not “ of the Excliequcr ” ?). especially Mr. 
McKenna, appear to have deliberately ignored the country at large 
in the interests of the professional money dealers in London " (pp. 
91-2). There is some ground for the assertion that wealth received 
more consideration than life, as the contrast between the terms of 
the several Loans and the inadequate pay of the actual fighters 
goes to show. Tliere is, liowever, no real distinction to be traced 
between the different classes of lenders. Some of the pledges 
made in connection with the greater Loans have not been fully 
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kept, but there is no evidence of favouritism for the professional 
dealers in money. 

Mr. Kiernaii s discussion of the Foreign Exchanges is lucid 
and accurate, but does not contain any novelties in interpretation. 
His condemnation of the over-issue of currency as “ the means 
of confusing in a most sliameless and unprecedented fashion the 
monetary and fiscal functions of tlie State (p. 33) appears, in 
the light of monetary history, to be rather over-strained. 

C. F. Bastable 

La Carta Moneta in Italia, By CaiMILlo Supino. (Ultalia 
Nuova, Raccolta di shuU economici sociali e politici, serie B, 
No. 25). (Bologna: Zanichelli. 1921. Pp. 129.) 

From Professor Supino’s book on the Inductive Method in 
Political Economy,^ we should have expected him to give us first 
the facts, then the jjrinciples. Fortunately in the present book 
he begins with the economic exposition (pp. 1-14). Paper 
money, he says, is to be severely distinguished from bank-notes, 
the latter being normally bound up with metallic currency and 
moving up and down with trade and industry (pp. 7, 8). Paper 
money is not so. It is an imperfect form of money, whicli com- 
bines two essential attril)utos, legal tender and inconvertibility. 
There would be no hardship in its being legal tender if it were 
not inconvertible, and no hardship in its being inconvertible if 
it were not legal tender (pp. 8, 9). As it is, the i>aper money is a 
forced loan at long term without interest, and its movements 
depend, not on trade and industry, but on the needs of the State 
(pp. 9, 10). Accoidingly, its circulation, unlike that of the bank- 
notes, is inelastic (p. 9). Does it not imply a confidence on the 
people’s part that it will one day be redeemed ? Yes ; but there 
are three degrees of this confidence. We may (1) have the paper 
circulation so extended that all belief in redemption vanishes, as 
in China long ago, in the United States 1780, and in France 1796 
(p. 12). We may (2) have depreciated money redeemed at the 
market value instead of the face value, as in Austria in 1811 and 
1892, Russia 1839, 1897, Argentina 1899. We may (3) have the 
paper money redeemed at face value, as in England in 1821, U.S. 
1879, France 1840, 1878, Italy 1883 (p. 13). That the last kind 
of settlement will be Italy’s noiv, is our authoi ’s conviction, and 
there is every reason to believe it well-founded." Italy’s monetary 
history, like England’s, was not unaffected by politics. Till the 

. ' 1894. Reviewed in this JorRNVL, 189.1, p. fiOO. 

• See The Times of Janiiar}* 28, 1921, p. 42, “ Italy : Some Favouwble Factors. ' 
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war with Austria in 1866 the country was contented with a 
maximum of coin and a minimum of paper, having in 1865 
1000 millions of lire (£40,000,000) in coin and 265 millions (say 
£10,000,000) in paper (p. 15). 

What happened after that time is told more at length in the 
Professor’s earlier book, the History of Bank Circulation in 
Italy.^ Suspension of cash payments entered, not to quit till 
1883, and not wlioll}' then. It was not till the end of the century 
that Italy’s note circulation, whether of State or banks, became 
sound. At the beginning of 1914 the financial situation was 
very tolerable. The War immediately deranged both trade and 
finance, though Italy did not herself enter the War till the summer 
of 1915. Thenceforward there is a family likeness between her 
experience and our own. The march of events is well described 
(pp. 41 seq.). There is first the embarrassing change from a peace 
to a war economy, not more embarrassing than the later change, 
still in progress, from a war to a peace economy. On the first 
news of the great event traffic on sea and land was paralysed; 
there was an abrupt stoppage of nearly all industries and enter- 
prises in the general uncertainty. Everybody prepared to realise 
and turn credit into cash. Public securities fell and discount 
rose. Exchanges wore closed, and quotations ceased. Hoarding 
swept away not only gold and silvc'r, luit oven pai)er and small 
tokens, so that there was a dearth of currency for the ordinary 
purposes of life. The banks were allowed to save themselv(‘s 
from a run by a moratoriuiri (p. 42). It was then (Septeinlxu- l!l, 
1914) that the State issui's of pajM^r l^<*gan on a great seah*, ami 
the restrictions on bank-notes were relaxed (pp. 43, 44). Metallic 
reserves were incrcas(xl, but by no nujans in the old ])roportion 
to tlie issues. 

At first, in keeping with principle, the banks, in fate of a dull 
trade, were slow to increase their issues (p. 45). But IIkmi 
appeared the phenomenon so characteristic of t!)e home indus- 
tries of the belligerents in tlic (heat VV'ar. ’Jlie makijig of 
munitions caused an activity which seemed to re.slore prosperity 
to the country. “ I subiii guadagni ” (I)antc, inferno, xvi. 73), 
the sudden gains and tlie jjrofitccjiiig were witnessed in Italy 
as in England (p. 46). The banks, as in duty bound, catered for 
this new trade, and their note circulation rose by leaps and bounds. 

R. Bachi’s chronicle of Italian finance during the War ^ yichls 

^ 3895. Reviewed Economic .Iocrnal, /or. cil. 

» VlUdia Economica nel J9l4-Jr>-1G-17-I8 {CUta di Costello, 19ir)-10), 
apiid Supino, p. 54, and liililiograpliy, p. j:jl. 
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our author the following conclusions : The body economic, or 
industrial system of Italy, emerged from the War more complex, 
more powerful, better fitted than ever to cope with the difficulties 
of our time and the new international complications, stronger in 
spite of the fact that its new plants were constructed in haste to 
supply the urgent wants of Government, not with careful pains 
to meet the competition of large markets. But it emerged from 
the War worn out and impoverished financially, whether in the 
State or municipality, injured in its agriculture by the stopping 
of scientific cultivation and by the drain of cattle, its merchant 
fleet reduced, its railways the worse for wear, stocks of goods 
thinned, its State loans depending on foreign investors, and its 
factories on foreign coal. It can hardly be said that peace has 
brought plenty. The readjustment of labour to old conditions 
has moved slowly. Uemobilisation brought home a multitude 
who were not keen workers as long as Government pay lasted, 
but who at once claimed and obtained a reduction in the hours 
of labour (p. 60). Military expenditure seemed to be kept up 
beyond necessity (p. 57), a grievance not unknown elsewhere. 
Prices (as with us) rose rapidly after the War, and there were 
strikes and tumults (])p. 56, 57). Civil servants successfully 
agitated for an increased ])onus. Ulie Bread Subsidy, said to cost 
a half milliard a month (p. 57) (£20,000,000 at the old par), has 
been a great feature in (expenses. Taxes have risen, and the new 
tax on property may possibly become permanent.' 

Keflecting thi.s situation, the paper of the Government (pp. 58, 
50) rose from 0000 millions of lire in January 1919 to 13,000 
millions in December, while the bank-notes rose from 4300 
millions to 5050 millions. In January 1920 the bank-notes had 
fallen by 600 millions, to rise again, the Stale paj)cr had risen to 
fall again. To reduce the latter a loan was floated, but the 17,000 
millions thus ol^tained were otherwise used (p. 58). Tlie paper «)f 
both kinds by the end of Junt? amounted to more than 20,000 
millions, s iy (by the old par) £800,000,000 (p. 59). 

Professor Supino favours an internal loan, as against Pro- 
fessor Loria’s more drastic plan, for dcllalion - (pp. 119 seg.). He 
thinks the latter’s tax could not bo suecessfully or equitably 
levied from all. His own intenial loan should be contraeted, 
he says, at a time when the budget shows no deficit, but a balance. 
VVhen fiscally there is no need of a loan, there is the less excuse 

' Seo Economic Jocunat., Soptombor 1820, pp. 2S7 seq, ami 379 ffq. The 
proposed Capital Levy waa oniivertoil into a thirty years* tax nn pn^porty. 

* See Economic Jouhnal, March 1921, p. 93. 
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for diversion of it. He would withdraw paper money at the rate 
of 1500 or 2000 millions a year, by means of Treasury bills of long 
date, to be converted presently into consolidated debt at a 
lower rate of interest. He contemplates a reduction to 5000 or 
6000 millions of paper in ten years (pp. 127-8). 

But will Governments have the fortitude to use the money for 
this purpose, and no other ? (p. 128). Our author had just given 
us an instance of their frailty (58). We can fancy how it would 
be in the British Parliament with groups eager to devote the 
fruits of the loan to their several favourite schemes. Our own 
experience of sinking funds is not encouraging. 

Still perhaps in Italy and in England men of the present day, 
even when in office, will show themselves wiser than their 
forefathers. 

J. Bonar 


U Associazione aqraria subalpina e Camillo Cavour, By OiusEPPii; 

Prato. (Turin. 1920. Pp. 352.) 

This able monogiaph from the accomplished pen of Professor 
Prato forms a part (Vol. IX) of the Biblioteca di aloria italiana 
recente, and belongs to the subsection of this great work which 
is concerned with the economic phenomena and opinions in the 
eventful years before 1848. The title does not do justice to 
the extent of the work, which is in reality concerned with 
the industry of northern Italy as a whole, a movement which 
centred round the Agricultural Association, and it is in connection 
with its activities that the cauthor builds up his account of 
the general economic awakening with his wonted erudition 
and skill. ^ 

This period of his study is one of exceptional interest. Tt 
represents a delayed reconstruction after the upheaval of the 
Napoleonic wars, and also the economic preparation for Italian 
liberation. Also there is a special interest to readers in this 
country in observing the effect of English ideas. Professor Prato 
emphasises this aspect as representing the mental condition of 
the economic awakening— (jne which was individualistic, liberal 
both as to trade and politics, with the optimism of Smith and 
Bentham, and spiritual with the enthusiasm of Mazzini. 

Cavour seems to have been the moving spirit, and the Agi’i- 
cultural Association was the expression of a part at least of 
his economic policy — one which, as Professor Prato says, had not 
hitherto found a worthy historian. This organisation was 
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established in 1842 in Piedmont, Genoa, Savoy and Sardinia 
in order to increase agriculture and industries. The State aided 
with its influence and a subsidy, the communes joined, and there 
was a large membership of private persons distributed amongst 
all classes of society. The organisation was a happy combination 
of local autonomy with a centralised administration. Improved 
agi'iciilture was promoted by mcfins of premiums, and, at the 
same time, research was undertaken upon the diseases of animals, 
plants and vines, whiles investigations wore undertaken concerning 
the nature of manures. Attention was also paid to education, 
not only in the schools, but also in establishing special classes 
for adults. A beginning was made with the compilation of 
agi'icultural statistics. Jn a country such as Italy the problem 
of fuel was important, and a large programme in forestry was 
undertaken. Want of capital was a serious impediment, and 
one of the most interesting chapters is that upon agricultural 
credit, in which Professor Prato recounts the earlier schemes 
from that of Maurizio Solera in 1784 for an agricultural bank. 
The reactions of these schemes and the measure of accomplish- 
ment showed itself on transport and fiscal policy. The Associa- 
tion pressed for improved facilities, and, largely through its 
influence, a Commission was constituted which resulted in the 
construction of the railway lines from Genoa to Tiirin and from 
Alessandria to Lake Maggiori. The most interesting parts of 
the book consist of the chapters on social, political and intellectual 
results of the movement, and these are related to its influence 
on tariff policy. This side of the awakening shows how far it 
extended beyond the mere technique of agriculture. As agri- 
culturists, the members would have tended towards Protection, 
but there were large political issues involved. The tariff of 1815 
is described by the author as one of moderate Protection, though 
the rates seem high. By 1818 these duties had been doubled, and 
by 1830 the maximum was reached. There were proposals for 
a Zollverein with Austria which was denounced by patriots, and 
in 1847 a Cimtoms-Llnion was accepted by Piedmont, Tuscany 
and the Papal States. In 1846, as compared with 1830, Customs 
duties had been reduced by amounts varying from 10 per cent, 
to as much as 80 per cent. — ^an interesting example of the Free 
Trade tendencies of the time. 

For the liistorian the main import of the period lies in its 
preparation for Italian unity, but the actual economic conse- 
quences were considerable. In addition to the fostering of a 
spirit of “ national industry,” to adopt the phrase of a Scottish 
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agriculturist of an earlier generation, the countryside became 
more prosperous. There was both an increase in the number 
of small holders and an improvement in the condition of the 
small cultivators. The increase in tlie produce of the soil was 
appreciable. Comparing the average of the period 1750-6 with 
1830-5, the production of wine had sliown a small decline, that 
of cereals had increased during eighty years by no more than 
44 per cent. By 1850-2, as compared with a century before, 
the loss in wine iiad been very nearly Regained, and the increase 
in cereals was 109 per cent., that is, tJio increase in the later 
twenty years was more than one and a half times tliat of tlie 
previous eighty years. 

W. R. Scott 


Der Wirtschaftskmipf der VoelJcer und seme internatwnale Regehmy 
(“ The Economic Struggle between Nations and its Inter- 
national Regulation ”). By Dr. Adolf Lenz. (Stuttgart : 
Enke. 1920. Pp. 315.) 

Tub author of this voluminous book, Professor of Law at 
the University of Graz in Austria, attributes economic imperialism 
to the employment of jorcihle methods for securing to an} 
given nation a permanently increasing share in the world's 
economies. Tliis economic imperialism is distinct from political 
imperialism. 

All the Great Powers, and especially those nations who, as 
th(^ “ Allied and Associated Powers,” are now domineering over 
the A\'orld by virtue of the iK?«ace trt‘ati(‘s, have bei*u developing 
a(j(jrefi.slve vtclhofls of competition, llie first oflective method of 
such pression tcononnique consisted iji the incj'c^ase of home 
production by a system of protection, which was intensified by 
“ prc(dusivc ’’duties, and then by the granting of export bounties, 
which have made dumping possible. These aggressive methods 
have led to an increase of industi’ial -capitalism, in the shape of 
united cartels and trusts; and the rule of foreign markets by 
industrial-capitalism goes hand in hand with the conquering 
power of financial -capitalism granting loans. Moreover, the 
Stock Exchange [Effektenkapitalismus) leads to a perpetual 
extension of joint-stock ventures, and finally to the necessity 
of investing the proceeds. Thus the financing-capital, concen- 
trated in big banks, is anxious for expansion by no matter what 
means; while commercial-capital liclps to impose the yoke of 
imperialistic methods on primitive peoples and States. 
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The antithesis between economic lords and slaves among 
nations has now reached a point where it threatens to destroy 
civilisation, and the only remedy, according to Lenz, would be 
to prohibit all forcible methods by the lawfvl regulation of the 
share of each nation in international economic relations. 

A tendency towards autarchy, t.e. a system by which the 
needs of a nation are met by its own natural resources, dictated 
the economic policy of the Central Powers during the War, and 
was also the basis of the resolutions passed at the Economic 
Conference of the Allies at Paris in 1916. As legal liberty and 
equal facilities for communication between nations are unattain- 
able at the present moment, in consequence mainly of the heavy 
war damages and the mania for “ Reparation,” the best wo can 
do is to try to subordinate the economic policy of each single 
nation to the joint needs of all. Pi‘ofessor Lenz deprecates 
especially the unrestricted right of any nation to the exclusive 
exploitation of both its own raw materials or foodstuffs and 
its manufactured products ; he advocates the “ socialising ” of 
the surplus — i. e, quantities above the level of national require- 
ments. Every recognised political unit should be granted an 
economic minimum of subsistence. This policy is advocated 
jiarticularly with regard to the distribution of food supplies and 
raw materials, in order to prevent physical and industrial starva- 
tion ; and secondly, with regard to the granting of international 
loans at conditions which did not handicap the recovery of the 
supported nation. This socialising of the surplus produce of 
any given nation would lead to the extinction of nations whicli 
are not able to exist without continuous support, and which 
serve only political purposes. 

By his criticism of the past, Professor Lenz endeavours to 
point the way to the all-round recovery of the Continent. 

E. SCHWIEDLAND 


The Nailoiis Financial Oidloot, By A. B. Thornton, E.S.l. 

(P. S. King & Son, 2s. 6rf. Pp. 135. Small 8vo.) 

This little book can be strongly recommended to anyone 
desirous of studying the present financial situation. Figures 
are given of all the most important items of the assets and 
liabilities of the country, both capital and annual, and the author 
18 to be congratulated on the successful grouping of them. Theie 
18, however, no index, a rather serious omission in a book of 
reference even so short as this, and readers who intend to make 
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use of Mr. Thornton’s labours will be well advised if they make an 
index for themselves. His object was to consolidate the avail- 
able data of the national position and to do so in such a form as 
would enable the individual taxpayer to bring his own judgment 
to bear on the questions at issue and the prospects of the future. 
He has succeeded remarkably well, and has made his picture as 
readable as is possible for a picture of statistics, whilst it is 
difficult to discover from his draftsmanship what his political 
opinions may be. There are three valuable diagrams : (a) the 
National Debt as it stood at November 3Gth, 1920, divided into — 
Long term 2794 millions, Short term 1833, Floating 1334, 
External 1163, Funded 333, Saving Certificates 278; (5) an 
illustration of what the Budget of 1922-23 may contain on the 
side of expenditure assumed to be a total of 1000 millions ; (c) an 
apportionment of possible taxation to meet this expenditure. 

It is much to bo wished that members of Parliament who 
bring forward schemes of expenditure and Ministers who do the 
like could be compelled to state what taxes they would increase 
to provide for meeting their plans. 

Mr. Thornton's proposals are to raise half the revenue from 
income- and super-tax and a further hundred millions from death 
duties. 

Books of this class should be studied by people who complain 
of the taxation they undergo and call it intolerable without 
trying to ascertain whether it is necessary. We are all too fond 
of saying that the other fellow ought to pay, whether it be the 
Frenchman declaring, regardless of consequences, that Germany 
must stump up, or the Labour orator that it must be the capitalist , 
or the Conservative that Labour must do its share. Life is 
complex, and books like the present, if only the grumblers could 
be made to read them, would make such grumblers sl^e how heavy 
is the task before us all, and that there is no one remedy for 
our troubles. 

Alfred Hoaee 


Wages and Empire. By V. A. Lyons. (London : Longmans, 
Green & Co. 1920, P. 96. Price 4s. 6rl. net.) 

The interest of this book lies in its theory of wages. This 
theory is based on the Principle of Population and the law of 
diminishing returns, and holds that industrial wages depend on 
wages in agriculture, and therefore on the supply of land. Employ- 
ment on the land is the alternative to industrial employment; 
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and unless ho can secure at least as high a wage in industry, the 
industrial worker will take up land. In new countries, therefore, 
where land is good and plentiful, industrial wages are high ; in 
old, where pressure of population causes resort to the worse lands, 
they are low. The English worker has to compete with the low- 
paid worker of the Continent, who in turn has his wages kept 
down by the poor return to agriculture. If, therefore, under a 
complete imperial protective system, a self-supporting empire 
were established, British industry could exchange not with the 
poorer workers on the Continent of Europe, but with the highly- 
paid agriculturists of the Dominions; and British industrial 
wages would automatically rise to the level of the latter. 

Such a theory is open to many serious objections, both in 
theory and practice; nor are the objections always decreased 
by the author’s treatment of them. The case, it is true, is vigor- 
ously argued, and apt illustrations arc not lacking. But the 
argument often fails to make sufficient allowance for the various 
other elements in the determination of wages in different coun- 
tries — supply and demand, differences in cost of living, which 
before the War, at any rate, reduced the disparity in real wages 
between England and America, and increased it between England 
and the Continent, the influence of situation on the return to 
land, and the fact that, through international trade, English 
operatives are already cxchcinging largely with the agriculturists 
of new countries. All these seem to be elements of which a 
complete theory of wages must take account, but the author fails 
to do so. Again, the detailed treatment leaves something to be 
desired. Statistical tables are too often undated, and therefore 
difficult to check; and there are indications that checking is 
necessary. The criticisms of Malthus, again, will strike the 
reader as ill-informed. 

At the same time, the author has rendered a useful service 
in dramng attention to the relations between industrial and agri- 
cultural wages. The points that he raises have not all been 
sufficiently worked out as yet, and the subject might with advan- 
tage be further explored. Again, there is in an earlier chapter 
a most interesting analysis of the physical value of different 
soils; and the summary of the products and production of the 
Dominions will probably be useful to students. 

N. B. Dearls 
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The, Bases- of Agricultural Practice aud Economics in the United 
Provinces, India. By H. Martin Leake, M.A., Bc.D., 
F.L.S. (Cambridge : Heffers & Son, Ltd. Pp. 277.) 

The author belongs to the body of agricultural experts which 
since 1906 has formed a very useful branch of the administrative 
machinery of India. He is now Director of Agriculture in the 
United Provinces. The book is based on lectures delivered when 
ho was Piincipal of the Agiicultural College, Cawnpore. 

The prosperity of the Indian peoples and the financial security 
of their Governments are so dependent on agiiculture tliat it is 
a matter of great importance both for landowners and ofiiciaLs 
that a clear account of the agriculture of each province with 
suggestions as to the best lines of development sliould be avail- 
able. It is to bo hoped that the new expert Agricultural Depart- 
ment will in time supjjly what is wanted everywhere. 

There is a large amount of material to be found in settlement 
reports, gazetteers, and monographs on paiiicjular crops, means 
of irrigation, etc. But much of this relates only to the district 
with which the writer was immediately concerned. As accounts 
of existing practice these notes often leave little to be desired. 
But they are the products of painstaldng and accurate observa- 
tion by persons who were neither practical farmers nor agrieull m n I 
experts, and were not competent to criticise or to point out witli 
any certainty the path of improvement. 

The United Provinces is fortunate in having had since 19u4 
an admirable account of its agriculture written by AL. W. H. Moi c- 
land, C.I.E., a Civil iServant who was Director of Agricultmc 
from 1899 to 1912, and who possessed an ajiiount of scientilic 
knowledge of his subject not usually to be met with among 
Indian officials. • 

Mr. Leake's book in no way supersedes tbit (jf his predeccss<»r. 
For information as to soils, climates, and agjicultujal zones, 
tillage, crops and their rotations, and the pests from which they 
suffer, cattle and their diseases, the management of holdings and 
estates, the landowner, the estate agent, and the Government 
official will all be well advised still to rely on Mr. Moreland’s 
work. As a matter of fact, Mr. Leake has not attempted to give 
any systematic account of the agriculture of the province. Tlie 
second and fourth parts of his book convey general agriculfural 
instruction of a simple character to meet the needs of students 
attending an Agricultural College, illustrations being drawn from 
the province with which the hearers wore familiar. The chapters 
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dealing with seed selection and with the application (jt* tlie laws 
governing hybridisation discovered by Mendel to the production 
of improved races of crops form an interesting supplement to 
Mr. Moreland’s sixth chairtcr. 

The most valuable part of Mr. Leake's work is to be found in 
the sections devoted to the business side of agriculture. Part III 
conveys some elementary teaching on agricultural economics, 
and Part V applies the lessons learned to the special needs of the 
agriculturists of tlie United Provinces. Both Mr. Moreland and 
Mr. Leake have seen clearly that the main obstacle to iinx)rove- 
ment is not lack of will or even of understanding, but want of 
means. The land is tilled by small-holders owning, each, say 
from five to fifteen acres, or by the tenants of the larger land- 
owners cultivating even smaller patches. The fields included 
in a holding are often scattered, and this evil tends to become 
wOTse by the operation of the laws of inheritance and partition, 
while rcconsolidation is very difficult in practice. The severe 
competition for land leads to rackrenting, and many big land- 
owners show little disposition to be anything but rent -collectors. 
The small farmers apply with patient skill the system of tillage 
developed by the practical experience of many generations. 
They know the value of good seed, but too often have to live 
between harvests (.)n advances made by their banins, and to 
accept any seed the latter choose to give them. They know' the 
worth of good cattle, but have frequently not the money to buy 
them, or enough land to spare to grow* their food, or even to 
employ them with profit. Mr. Leake hopes that industrial 
development may have some effect in relieving pressure on the 
soil. But his main reliance ftn* the future is on the development 
of co-operation as applied to credit, to the sale of the cultivator's 
crops, and to the purchase of the implements of his industiy. It 
is a pity tliat Mr. Leake has not includi'd in his book an account 
oF the growth of co-operation in the United Province since the 
first Act oi? the subject, No. X of 11)04, was passed. 'Fhe progress 
made, though much less striking than in the Panjab, affords 
sonic ground for hope. IVacti<‘ally agricultural co-operative sale 
and purchase societies are non-existent, but there are some 3000 
village banks with a membership of over 90,000, and in 1917-18 
these banka lent seventeen and a half lakhs of rupees to their 
members. Seeing that the province has a jiopulation of forty- 
seven millions, two-thirds of w'hich arc agricultural, these co-oper- 
ative societies have so far only a local importance and afford a 
Very partial remedy for the ceoiiomic evils from which the country 
No. 122. — VOL. xxxr. T 
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populatiofli suffers. For these there is no single remedy, and their 
removal must in any ease be a long process. But the experience 
of other countries in which small-holders abound confirms 
Mr. Leake's view that in co-operation, if anywhere, the cultivators 
of the United Provinces must ultimately find salvation. 

J. M. Douie 



NOTES AND MEMORANDA 

The Control of Industry in Italy 

The question of the control ^ of industries is undoubtedly 
one of the most burning which complicate the present juncture 
of the life of Italy ; and the story of the manner in which it has 
presented itself may prove a valuable source of instruction in 
the social economic sphere. Suffice it to say that Signor Giolitti's 
Government is pledged to the draft of a Bill for “ the ‘ control ’ 
of industries by the w^orkers therein concerned,” which was sub- 
mitted to the C^hamber of Deputies in the session of February 8th, 
1921 ; and it is not unlikely that this draft Bill will constitute 
one of the electoral platforms in the struggle which looms immi- 
nent for the re-election of the Italian Parliament. Moreover, the 
Confedcrazione Gencrale del Lavoro has submitted a draft 
scheme to Signor Giolitti in which larger powers are demanded 
for the workers' organisations ; while the Confederazione Gencrale 
deir Industria has presented another scheme tending to restrict 
such privileges. Finally, the Catholic organisations ((^^onfedera- 
zionc Bianca) have put forward proposals <>f an inde]>cndent nature 
])cculiar to themselves, although their scheme also is designed 
to bring about the participation of the workers in the management 
of the imlustrics. 

The interest of this movement, however, is not confined to 
Italy but is international, for it is the outcome of events remarkable 
in the history of the relations between capital and labour, namely, 
of the conflict which began last September in the ranks of the 
metal workers and then extended to many other branches, 
threatening to make havoc of the life of the nation. On J une 1 8th , 
1920, the Hon. Signor Buozzi, Secretary of the Federazione 
Italiana Operai Metallurgici (F.I.O.M.), presented a memorandum 
to the National Federation of the Engineering and Metal Trades 
containing proposals for the revision of the agreements in force 
in the various districts of Italy. More particularly it demanded 
a revision of wages such as would assure an average increase of 

' It should be noted that, implieil later in the article, tho Italian word 
controllo ** has a loss absolute sense than the corresponding Knglish word, 
fl-nd should often bo taken to mean only the exercise of a limited supervision. 
(Note by tho Tranalator.) 

T 2 
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90 centesimi for each working hour, that is to say, of L.7-20 per 
day ; the fixing of wage minima to be determined on a varying 
scale according to the different groups of workmen; the fixing 
of a bonus for the high cost of living on a scale varying according 
to the categories of workmen, and subject to automatic variation 
dependent upon the variations in the cost of living. Special 
demands were made for piece-work, overtime, unemployment, 
etc. On June 26th the Federation of the Engineering and Metal 
Trades gave a first reply which was decidedly adverse to the 
demands of the workers, calling attention to the conditions in 
the industry — conditions which made it impossible to grant any 
further concessions; and on July 29th the same Federation 
invited the representatives of the workers’ organisations to attend 
a meeting and hear a report on the present condition of the industry. 
There then began a debate, conducted by means of statements 
and counter-statements, which histed until August 20tli, when 
the workers’ organisations, seeing that they were not gf)ing to 
gain their objective by discussion, decided to have recourse to 
“ obstruction.” 

With the adoption of the policy of obstruction began also a 
period of mute hostility between foremen and workers, insub- 
ordination increased, and, finally, the feeling that was created 
became so strained that it could go on no longer. On August IlOtli 
the management of the works of Romeo & Co. at Milan, considering 
the position intolerable, decided on their own initiative to declare 
a lock-out, and this was the determining cause of the occupation 
of the factories in Milan by the workmen. 'Fheir exami»le was 
followed throughout Lombardy, in the Province, of Rome and in 
Campania. When, therefore, on September 2nd the employers 
met and decided by vote not to consider the denu^nds of the*, 
workers’ organisations until the prevailing abnormal and illegal 
state of affairs should cease, the metal workers answered by extend- 
ing the sphere of the occupation of the factories to Liguria, to 
Piedmont and to other industrial centres of Italy. 

The conduct of the movement was assumed by the Confedera- 
tion of Labour and more directly by the Italian Federation of Metal 
Workers, and, locally, by the Workmen’s Councils (Camere del 
Lavoro) . The occupied premises were placed under the custody of 
“ red guards,” the red flag was hoisted at the entrance of the works, 
and within were organised “ factory councils.” It w'as believed 
that it would thus be possible to institute an actual real (experi- 
ment in communism. As, however, the need for skilled labour was 
soon realised, an attempt was made to impress some engineers and 
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technical foremen, in some cases with success. The occupation 
lasted until September 27th, on which date the evacuation of the 
premises began. In the meanwhile the Government had intervened 
to promise tlie workers’ organisations “ control of the factories/’ 
but of that I will speak later. What we wish to make clear now 
is the fact th&t the communistic experiment of occupying the 
factories resulted in complete failure. 

To wi^^t was this failure due ? To lack of raw materials and 
of credit? To want of technical and administrative ability on 
the part of the new organisers? 

(a) That many supplies of raw materials ceased as soon 
as the occupation of the factories was declared, and by reason 
thereof, cannot be doubted. An inquiry made on behalf of the 
Confederation of Industry received the following reply from 
the Owners’ Association of the Metal, Engineering and Allied 
Industries, Piedmont : “ With regard to the supply of raw 
materials from abroad the following has been ascertained : as 
soon as the factories were occupied, execution of all contracts 
made on a basis of payment on delivery of the goods was sus- 
pended, and payment in advance was declared necessary. . . .” 
The same results from investigations made by the Federazione 
(legli Industriali at Monza and by the Unione Industriale, Verona.^ 

But it must be borne in mind that the effect of the cancella- 
tion of current contracts for the su 2 )ply of raw materials could 
not have been sensible until after the lapse of a considerable 
time, and that therefore it cannot have had any appreciable 
effect on the work done during the period of actual occupation. 
Moreover, when the organisers observed a certain interdependence 
between the metal and engineering industry and the other national 
industries, they proceeded to the occupation of these latter as 
well : thus, on September 10th the Workmen s Council (Camere 
del Jjavoro) at Milan ordered the chemical factories to be seized, 
followed soon after by the hosiery, textile and other factories 
with which the metal industry had no connection whatever. 
Finally, it must not be forgotten that of the factories occupied, 
there was not one which, at the moment of its seizure by the 
workmen, had not supplies for at least a month. Consequently, 
lack of raw materials cannot be considered as a partial cause of 
this failure. 

(b) Are we then to find such partial cause in lack of credit ? 

^ See Confederazione Generate dell’ Industria Italiana, the occupation of the 
factories in September 1920, and its effect on our economic relations abroad. 
Home, 1921, page 10, 6 and 7. 
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It was precisely on this point that the organisers displayed ideas 
of a primitive simplicity. They failed entirely to recognise 
that wages are a part of the value of the product, which is merely 
paid out in advance by the owner ; being ignorant of the working 
of modern credit, tliey thought that the owners kept treasure 
ill their safes, and that to pay wages these safes had merely to be 
opened, and it was only when they discovered that such a dream 
was very far from reality that they began to organise the sale of 
the products. In fact, on September 8th the Workmen's Council 
in Milan issued a memorandum for the sale of goods, and on 
September I3th declared that “ with the assistance of the largest 
industrial and commercial establishments in Milan (The Adminis- 
trative Syndicate of Consumers of the Commune of Milan) a 
central Bureau would be instituted for the purchase, sale and 
exchange of goods from all the factories of the different industries 
of which the workmen had taken possession. Tt is expected 
that the said Bureau will begin business on Monday :?.‘lrd curr." 
As a matter of fact no such Bureau ever came into existence, as 
private individuals w-oiild do no business with the workmen's 
organisation, being unwilling to lend any colour of legality to 
an illegal situation, and also not wishing to risk becoming involved 
in any subsequent einbarrassinent arising from disregard of the 
law. Thus the new “ Factory Councils " found themselves 
not only quite unable to trade, but also without any possibility 
of being able to pay wages. There were a few Workmen's 
Councils, such as the one at Brescia, wdiich went as far as to make 
an attempt to issue notes of 5, 10 and 50 lire, and to force mer- 
chants to accept tiiem. lii point of fact no merchant would 
accept them and the attempt proved vain. Therefore one of the 
most important factors of the failure of the experiment may be 
found in the absolute inability of the organisers to realise the inter- 
dependence of the various phenomena connected with production. 

(c) To administrative incapacity was added an entire want 
of technical skill in those who wished to create a noms ordo. 
This technical incapacity may be deduced not only from the low 
production of the establisliments during the occupation, but also 
from the fact that after the evacuation of the premises the manu- 
facturers could not immediately restore normal conditions of 
work, but were forced to devote a certain period to setting their 
premises once more in order. 

I have inquired of various prominent owners in the metal 
and engineering trades, whether, apart from incidental acts of 
wilful destruction, they have ascertained any damage caused in 
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their premises by the unskilful management of those who wished 
to take the place of their masters. An important sheet-metal 
and wire manufacturer, for instance, replies, giving the following 
list of damages: — (1) Execution of work not ordered by any 
customer, and hence production of unsaleable goods. Among 
the most important of these should be noted twelve tons of 
aluminium goods to the value of 48,000 lire. (2) Inferior work- 
manship on materials worked without due supervision, the most 
important item being ten tons of wire work, etc. It would be 
easy to multiply instances. But the lack of technical skill among 
those who occupied the factories is most clearly demonstrated 
by the actual terms of the resolution passed at the close of the 
memorable discussion which took place on the night of September 
11th 1 2th, in the very bosom of the ( ^onfederazione Gcncrale 
del Lavoro, and .approved by 591,245 votes as against 409,565 
obtained for another resolution inspired by the Executive of the 
tSocialist Party. The resolution adopted demands in point of 
fact, among other things, a Trades Union control of industries, 
which, it is stated “ will enable the working class to educate itself 
technically, and (with the aid of the skilled and educated ranks 
of the community, which cannot but share in a movement inspired 
by so high an ideal) to substitiit'O its own authority for that of 
the masters, already nearing eclipse. * 

An explanation is desirable at this point : is, indeed, especially 
for English readers, indispensable. How, it will be asked, can 
the workers’ organisations have demanded “ control *’ of the 
industries, if by reason of their own incapacity the experiment 
of “ control ” which they have already made was an utter failure ? 
The answ’or is, that what the Italian workers’ organisations enjoyed 
from the Ist to the 27th of September, 1920, was “ control ” in 
the English sense of the word, that is, the rule and management 
of the premises. In this period the workmen came to realise 
that aaiiieihing besides mere manual labour was required to make 
business go, that there w^as a spring *’ not in their hands, that 
there was some secret which eluded their grasp. It was then that 
they felt obliged to examine more intimately the life of the busi- 
ness, in order to understand this thing, whatever it might be — 
this secret which eluded them : hence the necessity of exercising 
a supervision in the intimate workings of the business. 

The “ control,” then, demanded both then and now by the 
workers’ organisations was and is precisely the exercise of checking 
and supervision ; and was understood in this sense by Signor 
Oiolitti when, in the decree of »September 1 9th, he ajjpointed a 
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Commission to make proposals for a project of workers’ control 
of industries, and more exactly “ for the organisation of industries 
on the basis of participation by the workers in the technical and 
financial control — that is, in the administration— of the business.” 
The Bill itself which Signor Giolitti presented to the Lower House 
in the session of February 8th bears witness to this interpretation, 
so much so that in the preamble of the Bill we read : “ In view 
of the failure of the two opposing parties to come to an agreement, 
the Government, recognising by various tokens of a political, 
social, and economic nature that the moment has come to grant 
to the working classes, so far as justice and reason allow, the right 
to an understanding of the working of the industries, and to an 
exercise of control over the same, proposes this Bill, etc.” And 
Article [ of this Bill states in section (a) that the object of the 
control is to enable the workers to understand how the industries 
live. 

But in reality, the “ control ” is entrusted with other func- 
tions as well as this, viz. : (/>) I*romotion of improvements in the 
technical education of the workers, and of their greater moral 
and economic welfare, so far as the conditions of factory hours 
permit, (c) Ensuring the execution of all laws designed for the 
protection of the working classes, (f/) Recommendation of 
improved methods of production calculated to increase or to 
cheapen such production, (c) Encouragement of more normal 
and friendly relations between those who offer and those who 
accept employment. It remains to bo seen how those whose 
technical incapacity ha^i been demonstrated by what happened 
at the time of the occupation of the factories, and made public 
by their own organisations, arc to be in a position to suggest 
technical improvements. But apart from this detail^ it is clear 
that the fundamental defect of the Italian Government’s project 
lies in this curious vicious circle. The function of supervision 
really presupposes in those called to exercise it a high degree 
of technical and administrative capacity; wherea.s the exercise 
of this function has been granted to the workers by the Italian 
Government for the express purpose of enabling them to obtain 
this technical and administrative capacity. It is clear, then, that 
if this function is to be exercised without injury to the vitality 
of the industries, it cannot be confined to the workers alone : 
it is clear that the supervision, if designed to promote social and 
economic equilibrium, must be entrusted to organs representative 
of the various interests concerned. All the economic organisa- 
tions of Italy, Chambers of Commerce, Associations — ^in short, 



1921] 


RKCENT OFFICIAL PAPERS 


267 


all repreBentative bodies are at this moment agreed in thinking 
that the powers granted to the workers’ organisations under the 
proposed Act would considerably embarrass the life of the indus- 
tries : but most are further of the opinion that a final solution 
will be obtained with the creation of bodies corresponding to 
the English Joint Industrial Councils, or, at any rate, bodies 
capable of keeping within constitutional limits the ever-changing 
tension of the relations between capital and labour, with economic- 
ally useful results. This is all the more to be hoped, inasmuch 
as the results of last September’s social experiment are as follows : 

1. Confusion of the Italian Socialists, who have realised that 
the revolution is a more difficult matter than they had led 
the masses to suppose; so that the masses no loncjer have 
the same blind confidence in them as before. Tlic revolt 
of various organisations from the Confcclerazione Generale 
del Lavoro, the schism between (\)nimunists and Socialists, 
the desertion an bloc of peasants* unions to the ranks of the 
Fascisti, that is, to an anti-Socialist body, the terror occasioned 
in the Socialist camp by the news of the dissolution of the 
Chamber and of the imminent political elections, all go to 
make this clear. 

2. An increased consciousness among the workers of the 
fact that production is a far more complex matter than they 
had supposed, and that capital may not perhaps as yet be an 
antiquated instrument. 

3. A better organisation of the middle classes, which follow- 
ing on the failure of the experiment of Socialist management 
of the factories, has regained a surer consciousness of its own 
existence and mission. 

It is precisely these circumstances which enable the masters 
to discuss to-day with greater calm even the question of the 
“ control,*’ both with the Government, which really had made 
exaggerated promises, and with the workers’ organisations, which 
have now learnt the necessity of not asking too much. 

Filippo Caklt 

Br&^cia, 

April 1921. 


Recent Official Papers 

Report of the Committee of Inquiry into the Work of the Employment 
Exchanges. (Cmd. 1054.] 

The Exchanges must be retained, with certain improvements. 
They are necessary for the working of Unemployment Insurance. 
Without them the Act of 1920 could not be fully carried out. 
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Minvies of Evidence of the Committee Appointed to Inquire and Report 
€18 to the Nature and Limits of the Assistance which can be given 
by Women in the carrying out of Police Duties^ and as to what ought 
to be the Status, Pay and Conditions of Service of Women Employed 
on such Duties. [Cmd. 1133.] 


Report of the Committee to Collect Information on Russia. [Cmd. 

1240.] 

Thort* is evideiico of doeline in production, number of workers, 
and real wages. Extracts from Trotsky’s Terrorism and Communism 
advocate the “ militarisation of labour,” “ unconditional discipline,” 
” the element of eojnpulsion in all its forms.” ^IVotsky's pro]K>sal to 
extend this regime t(3 Trade Unions is opposed by Lenin. 


Twentieth Financial and Econotnic Annual of Japan. 1920. 

The reveniHj for 1920 1921, above £133.] million, is nearly double 
what it was for 1912-1913. Meanwhile tlu^ National Uebt, about 
£280 million, has not much ineivascMl. The total value of ex])oiis 
and imports has almost trebled since 1912. The fall in the value of 
money is shown by the prices of forty commodities in 1919 compared 
with 1912. The median of the.se percentages is 227. Index numbers 
for the rise of wages similarly treated show an increase of about 40 
per cent, only since 1912. 


OBITUARY 

Sir John Maodonell, K.C.B. 

With the deatli of Sir John Macdoiiell on March 17, a bright 
light on law and letters has gone out. At the age of seventy - 
four he follows an elder brother, James, too early dead at thirty- 
seven. The prime ambition of James had been to be a journalist. 
Mentally he was a politician and historian. John succeeded him 
on the staff of The Times, and speedily made his mark. He 
never, I believe, definitely broke his connection with the paper. 
But his heart was in Law, Law for him w^as a Science; one 
thing ; of no single period or country. He was called to the 
Bar in 1873, and in good time acquired a fair amount of practice, 
particularly commercial. Reasonably he might have aspired to 
the Bench. Influenced, somewhat, certainly by feebleness of 
health, mainly, by the opportunities offered of intellectual 
liberty, he accei)ted a Mastership in the Supreme Court. The 
historical dignity of King's Remembrancer came later. He vvas 
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of the orderly nature which assimilates readily divers functions 
without wronging, confounding, any one. Annually he mapped 
the mazes of Judicial Statistics. As Quain Professor he con- 
tinued for years illuminating the vast field of Comparative Law. 
The well-informed writer of the Obituary in The Times notice 
mentions that works by him oii the “ History of Treaties ’* and 
“ Private International I^aw ” are left behind in a condition for 
publication. 

Whatever he has composed will be precious ; and the more as 
reminding us of our loss in the living man. A majority of man- 
kind accept circumstances as they find them. They settle down 
in any places which offer room. An active minority set to work 
at changes for themselves, and among their neighbours. They 
may be selfish; usually are. In cases, much commoner than 
often is supposed, they have, mixed or iinmixed. a philanthropic 
desire to improve their world, large or narrow. For that end 
they strive to load. Jolin Macdonell might, of right, have 
taken that part. He possessed all the capabilities, all the virtues, 
inclusive of a warm unselfishness. I never remarked in him 
the least of such iiKdinatioii for dominion. His ardent desire 
was to learn, for the purpose of further advancing towards truth. 
Far from grudging rivalry, he stimulated gladly emulation in 
others. No difficulties disheai*tened himself. Apparent absence 
of them would have excited his suspicions. He was extra- 
ordinarily patient ; being never in a hurry. Throughout his 
career, his habitual attitude w^as that of student, first and alwaj^s ; 
then, and concurrently, of teacher. 

The variety of his intellectual acquisitions was as equally 
wonderful with their solidity. So was the vivacity of his interest 
in any subject to which he had ever devoted his attention. 
At an early period he had bestowed much thought on Political 
Economy. Modern experience requires modifications in the 
conclusions its early sages have laid down, and he was among 
the reformers. Later we became colleagues in the Political 
Economy Club, and often sat at its dinners side by side. 
Though a. rare speaker, he never missed a point in the Debate : 
for our ways home coincided, and in our talk he often recurred 
to it. Not that his interests and imagination had no relief from 
their occupation in profundities. Never idle, busiest of officials, 
he retained space, if circumscribed, for general society. In it he 
even could find occasion for communion of thought. A sound 
classical scholar, after the Scottish standard, he had read all the 
Greek and Latin masterpieces. I have heard him dwelling with 
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enthusiasm on the concentration of wit in a four-line epigram. 
He had the range of modern literature, French, German, as well 
as English. With the heart, if not the pen, of a poet, he had a 
gentle sense of humour. No element of interest indeed was 
wanting in him to make the invaluable friend he was, the 
eminent public man, with no social deficiency ; except — lament 
it w ho will — malice ! 

William Stebbinq 


The Editors have received the following additional testimony 
to the value of Macdonell’s economic work in a letter addressed 
to them by a correspondent : — 

“ Of course Macdonell’s public reputation rests upon his 
work as a Jurist. But something should be said of his early 
work as an Economist. It is now forgotten and was generally 
overlooked, or suppressed, at the; time. 

“ But I have special reasons for holding it in grateful remem- 
brance. I took my degree in the Moral Sciences Tripos, in which 
Philosophy was of primary importance and Economics only 
subsidiary. 1 think I may say that I was more interested in 
any of the other subjects than in Political Economy. ^Mill’s 
persuasive style had drugged his generation into a state of Jcthai’gic 
acquiescence. They accepted his view that after Ricardo and 
Malthus little remained to be added to the structure of economic 
science ; and as historical and realistic economics was then taboo, 
there seemed to be no opening for f urtiier work, nothing to attract 
a young inquirer. What first roused me from this state of torpor 
was Sir John Macdonell’s Snrvey of Political Economy, It was 
written with respectful caution, very necessary in those days of 
dominant and repressive orthodoxy : but it was ^extremely 
acute and suggestive, and it w’^as imjiossible after reading Mac- 
donell’s criticism not to see that large parts of the then accepted 
doctrine were in their present form indefensible, and tliat the 
work of re-casting the science might well occupy the efforts of 
a generation. With a sound instinct, lie had placed his finger 
on many of those weak points in the teaching of the classical 
school from which the modern developments of economics have 
started. Perhaps the criticism was all the more effective on a 
young disciple of Mill because it was expressed with the excellent 
temper and consideration so characteristic of Macdonell. At any 
rate I can answer for it that the influence of the book on one 
reader was such that, followed up as it was by a winter in York- 
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shire manufacturing districts, face to face with realities, his 
main intellectual interests were ever afterwards bound up with 
economics. How far others fell under Macdoneirs economic 
influence and how far it was expressed in his contributions to 
The Times one cannot tell. But in any estimate of his work, the 
economic side should certainly not be overlooked.’* 

H. «. ¥. 


Karl Menger 

Karl Menger, who is generally regarded as the founder 
of the Austrian School of Economics, died in Vienna on 
February 26th, 1921. Of the pillars of the Austrian School 
there are only now two left -Von Wieser and Schumpeter. The 
third of the band, Bdhm-Bawerk, died in 1914, and the other 
was Karl Monger. 

Karl Menger was born on February 23rd, 1S40, at Xeii 
Sandez, in Galicia, and after studying law and economics at 
Prague and Vienna, graduated in 1867 at the University of 
Cracow. Six years later lie became Professor of Economics at 
the University of Vienna. In 1876 he was appointed private 
tutor in political econojiiy and statistics to Prince Rudolf of 
Austria, whom he accompanied on his travels to »Switzcrland, 
England, and France, in 1877 and 1878. On his return he took 
up academic work again, retiring from the University in 1903 
to devote himself to writing. In 1900 lie was appointed a life 
member of the Austrian Upper House. 

Menger w^as a very early adherent of tJie conception of marginal 
utility, which for him and his school was fundamental. In this he 
was in marked opposition to the German Historical school. Tlie 
latter in the main tended tt) lay stress on facts; Menger was 
attracted by theory and sjTcculation. His analytical work was 
brilliant. He had an intimate acquaintance with the doctrines 
of the French and English classical writers, and he owed much 
to the inspiration of Walras and Jevons. The Austrian school, 
however, appears to have lost a good deal of its influence during 
the last fifteen years, and its best modern exponent, Eugen von 
Philippovich, Monger’s own successor at the University of Vienna, 
inclined strongly to the German school, and particularly to the 
train of thought favoured by the Vcrcin fiir Sozialpolitik. In 
fact, no less an authority than Charles Gide, who thought well of 
the Austrian school, recently declared that it is now more 
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American than Austrian, seeing that its old traditions are carried 
on by men like Irving h^her, Clark, and others. 

Menger was a warm advocate of the Quantity Theory 
of money; down to his death he was a stern opponent of the 
new theories, such as those propounded by Knapp, Liefmann, 
Bendixen, and others. 

His principal works are (Jrumimlze der Volkswirtschaftdehre 
(1871), Die Irrtumer des Historismns (1884), Zur Theorie des 
Kapitah (1888), Gnunhaize emer Kldssifikaiion der Wirtschafis- 
mssenachaflen (1889), Beitrdgc zur Wahrungdfrage in Oeaterreich- 
Ungarn (1892), and Der Ubergan^ zur Qoldwahrung (1882). 

Nor must his own private library be left unmentioned. It 
has the reputation of being the best collection in the world of 
economic publications. 

M. BJpstein 


CuJRRKNT Turi(\s 

TiiK Annual Meeting of the. Society was held at 9, Adelplii 
Terrace, on March 2nd, 1921. The Officers and Council of tln^ 
Society were elected for the current year as shown on the back 
of the cover. The Secretary presented a report showing tiiat the 
balance of income over expenditure} was £741 for the year 1920 
as compared with £437 in 1919, £425 in I91S, £315 in 19J7, 
£365 in 1916, and £327 in J915. Accessions of lu^w inenibers, etc., 
as compared with previous years were as follows : — 



1920 

1919 

1918 

1917 

1910 

lOlu 

1914 

New Fellow's and Library Members 








elected 

228 

lOo 

00 

02 

04 

1(K» 

oO 

Fellows lost by death, resignation. 






« 


or default 

40 

14 

41 

43 

20 

43 

33 

Number of Fellow’s and Library 
Members on Doeernber Slst ... 
Life Members included in above 

1097 

909 

818 

799 

790 

m 

094 

total 

307 

232 

211 

191 

179 

173 

159 


A NEW Honour School of Philosophy, Politics and Economics 
has been instituted at Oxford. The subject of tlie School is the 
study of the structure and of the philosophical, political and 
economic principles of modem society. The examination has 
been arranged so that Candidates may give special attention 
either to Philosophy or to Politics or to Political Economy by the 
choice they make of prescribed books and of a further subject. 
The highest Honours will be attainable by excellence in any one 
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of these three sections, provided that adequate knowledge is 
shown in the other subjects of examination. The principal 
Regulations concerning Political Economy will be summarised 
in a later issue of Thk Economic Journal. 


Bv a recent University Statute the emoluments of the 
Drummond Professor of Political Economy in the ITnivcrsity of 
Oxford are raised to £900 a year. The duties of the Professor 
are at the same time increased so as to be equal to those of Pro- 
fessors belonging to the most highly paid class (Schedule A). 
The tenure of the office which has hitherto been quinquennial 
will henceforth be for life. The present Professor, whose term of 
office expires June 30th, 1921, does not offer himself as a candidate 
for the reconstituted chair. 


The Ix)ndon School of Economics and l^)litical Science will 
award in July, 1921, two Research Studentships, available for 
two years, one for £175, and one for £75. Further particulars 
can be obtained from the Director of the School, Clare Market, 
London, V/. C. 2. 


The Master and Fellows of Corpiis Christi College, Cambridge, 
propose to elect in July, 1921, to the Alrneric Paget Studentship, 
founded by Lord Queenborough for the post-graduate study of 
Political Science, Economics and kindred subjects. The Student- 
ship is tenable for one year and is of the value of £150. Candidates 
must be graduates of some University or must be about to 
graduate, and the successful candidate will be required to come 
into residence at Corpus Christi College for the academic year 
succeeding his election. Ondidates must forward evidence of 
their graduation, or that they will have graduated before October 
1st, 1921, three testimonials as to their suitability, and a signed 
statement of their age and the course of study or research which 
they propose. They will also be required to sit for an examina- 
tion, beginning on July 12th, consisting of an essay and two 
papers containing a wide choice of questions on Political History, 
Political Science and Economics. Candidates should send their 
names, before July 1st, to Will Spens, Esq., Tutor of Corpus 
Christi College, Cambridge, from whom further particulars can 
be obtained. 
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The Francis D. Poliak Foundation for Economic Research 
offers a prize of one thousand dollars open to all comers for the 
best essay, not exceeding ten thousand words, submitted during 
1921, on one of the following subjects : (1) “ The part that money 
plays in economic theory ” ; (2) “ Causes of unemployment and 
remedies”; (;i) “Conditions which determine how much the 
consumer gets for his dollar.” The judges will be Irving Fisher, 
Professor of Economics, Yale University; Wesley C. Mitchell, 
Director of tlie U.S. National Bureau of Economic Research; 
and Wallace B. Don ham, Dean of the Harvard University 
Graduate School of Business Administration. “ All essays which 
are mailed anywhere on or before December 31st, 1921, will be 
eligible for prizes.” Further particulars, including “ a list of 
suggestive questions,” may be obtained from Dr. William T. 
Foster, Director of the Poliak Foundation, Newton 58, 
Massachusetts. 

It is interesting to notice that, with the amalgamation of 
the old country bank of Messrs. Fox, Fowler with Lloyds Bank, 
Ltd., the last of the English country bank-note issues lapses. 



RECENT PERIODICALS AND NEW BOOKS 


Quarterly Review. 

April, 1921. The White Man, and his Rivals. The Dean of St. 
Paul’s. The prospect of the coloured races possibly prevailing 
in the struggle for (jxistence affords a rujw proof oi tlicj “ ruinously 
unsound economics of the Labour Movement.” Co-operative 
T^tohovr in Italy. L. Smitii-Gordon. Two typi^s are described : 
the I-iabour Society with members generally of the same trade, 
and the Farming Society with two species : collective or socialist, 
and Catholic or individual. The fstituto Nazionnle dl Creditn 
}ie,r le Co-operative, designee! to firovide working capital for the 
societies, is tlie model of the Irish National Land Lank. 


Edinburgh Review. 

April, 1801. Labour in India. Col. H. A. Youno. (Capitalism, III. 
A. SiiADWEi.ii. Increasing welfare has aggravated the sense 
of inequality. Alleviation may be found in the conception of 
wage-earners as partners in a co-operative concern. The Xew 
Protectionism. The defence of “key industries* against 
“dumping” is merely an excuse for ])rotection, the evils of 
which arc exemplified by reference to the glass, dye, and other 
industries. Germany is no longer dangerous. 

The Fortnightly Review. 

March, 1921. RateJi and Taxes. .1. E. Ali.en. Agricultural Co- 
operation. Leslie Scott. " Factory farming," dispensing with 
the valuable class of small indepeiulent farmers, can only be 
averted by Co-operation. 


llie Round Table. 

March, 1921. Among other economic matt(‘rs there is a notice of the 
industrial situation in Australia ; of the New Industrial Peace Act, 
which does not seem to have brought ])eace, and of the Royal 
Commission which reported that the basic wage for a family 
of five should be .V5 16^. This led to a suggestion — analogous to 
the New South Wales project described in the Economic Journal 
(Vol. XXX, p. 550) — that the minimum wage should not cover 
the needs of children, but that the employer should pa}' into a 
pool so much for distribution to parents of dependent children. 
There is a record also of labour disturbances in New Zt'aland; 
the coal strikes occasioned the stoppage of the Auckland trams 
for a fortnight. 

No. 122.— VOL. X.KXl. U 
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Econoniica, 

January, 1921. No. 1. Foreioord. This Journal will bo issued 
three times a year. It will deal with new books, not by way of 
review, but by articles on selected recent works. Economics as a 
Liberal Edneation, Sir W. H. Beveridge. The Grovp System in 
France, Herman Finer. The small heterogeneous groups of 
French politics are contrasted with our two-party system. The 
Meaning of Rank Deposits. Edwin (^annan. Bank deposits 
are just like deposits of bags in a cloak-room, except that the latter 
cannot be used while dcjposited. There “ is nothing in this one 
difference between money and other goods to suggest that the 
person with whom money is deposited can lend out more than 
he possesses in his own right, plus what is deposited with him.” 
Let us then return to the good old doctrine of Mrs. Fawcett’s 
PolUical Economy for Beginners and Jevons’ Primer, that banks 
receive money from one set of people and lend it to another ; they 
do not “ manufacture ” (in Mr. Hartley Withers’ phrase) millions 
by lending something which did not before exist. The Economics 
of Employment in England, 1660-1718. T. E. Gke(jory. Aji 
instructive inquiry into the thoughts and praciicos of a past ag(‘. 

Asiatic Immigration into sAnstralin. Peii.sta (Campbell 

Hemnt Contributions to Political Science. H. S. Laski. In this 
substitute for reviews it is argued, with reference to recent publica- 
tions, that the “ Sovereign State ” of the (‘lassical political 
philosophy has now roachecl its apogee. 

Journal of the Insfilute of Rankers. 

December, 1920. The annual address of the President, Waf.ter 
Leaf, dealt with the delinition of a Bank. 

January, 1921. SlaJlnlisation of Imperial E,rchanges. J. F. Daruno. 
Among measures suggested were? an im])(‘rial eniTeney, a 25^. 
sovereign and 5s. Canadian dollar, an Empire Bank Commodity, 
Bills of Exchange as a basi.s for Currency. 

Journal of the Institute of Bankers in Ireland. 

October, 1920, January and April, 1921. The series of instructive 
lectures given at the Institute by Ai . dkr.man B. Siili'ifj)S, Professor 
of Commerce, University College, Dublin, is continued in tlies(' 
three numbers, in which the subjects handled an' res])ectivcly 
The Economic Effects of the Establishment by Jjcgal EnacMnevt of 
the Princi'fde of a Maximum Normal Week of Forty -eight Hours, 
Methods of Industrial Remuneration, Profit-sharing and Labour 
Co-partnership. 


Better Business ( Dublin) . 

February, 1921. William Thompson of Cork, ivho was before his 
time as Socialist, Co-operator, and advocate of woman’s rights, 
is the subject of an interesting article. 


Internalional Labour Review (Genova). 

Vol. I. No. 1, January, 1921. IliiR new review fulfils the provision 
in the Treaty of I'cace that the International Labour Oflicc will 
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publish “ a periodical paper dealing with problems of industry 
and employment of international interest.” In the first article 
Albert Thomas, the Ilircctor of the Office, describes its origin 
and possible future. SuiNEY Wiobb writes on the Process of 
of Amalga?nalion in British Trade Unionism ; J. R. Commons 
on Industrial Government. Under the head of production 
prices and cost of living and other captions much valuable 
information is lucidly presented. 

No. 2. Industrial Hygiene. Sib Tiios. Ouver. The Economic 
Labour Council in France. L£on Jonijautt. Daily Tonnage 
Output of the Pick Miner. Ethelbkrt Stewart (United States 
Commissioner of Labor Statistics). The German Works Couiicils 
Act. E. Bernstein. 

Quarterly Journal of Economics (Cambridge, Mass.). 

February, 1921. The Economic and Financial Position of France 
in 1920. Gaston J^ize. Escape from a critical position can 
only be obtained by reduction of expenditure, and of foreign 
debt, German reparation and stabilisation of the exchanges. 
Generating Cycles of Products and Prices. H. L. Moore. An 
attempt to trace certain statistical features of economic cycles. 
Index Numbers of the Total Cost of Living. George E. Barnett. 
A study in Index numbers. A Statistical Analysis of the Relation 
between Cost and Price. Kember Simpson. Price is found to 
approximate to marginal cost when the total gross profits of all 
the producers in an industry amount to about 10 per cent, of 
the capital invested in the industry ; and to be higher or lower 
than marginal cost according as the return is higher or lower 
than 10 per cent. 2'he Railroads under Government Operation. I. 
To the close of 1918. W. J. Cunningham. The writer is oliicialJy 
connected with Railroad Administration. 


The American Economic Review. 

March, 1921. The Post-War Outlook. 11. J. Davenport. DiscouJit 
Policy of Federal P.eMrve Banks. O. M. W. Simlvgue. The Theory 
of Production. Leo Wolman. An Index Number of Production. 
W. W. Stewart. The Webbs^ Constitution for the Socialist. 
J. R. CoMiMONS. 

Journal of Political Economy (Chicago). 

March, 1921. The Origm of Utility Commissions in 2Jassachuseits. 
Leonard D. White. The Stabilising of the Dollar. C. Reinold 
Noyes. The Quantity Theory and Recent Statistical Studies. 
G. R. Davies. Interbank Borrowing on the National System. IT. 
0. C. Lockhart. 

April, 1921. Federal Taxalion of Income from the Production of 
Minerals. Arthur C. Keu^ey. Joint Cost in the Packing 
Industry. George E. Putnam. Cost of Production and Price 
over Jjong and Short Periods. F. II. Knight. 

American Academy for Social Science (Philadelphia). 

March, 1921. This number deals with the situation of intcniational 
trade. 
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The Review of Economic Statistics (Cambridge, Mass.). 

February, 1921. Production Prices and Aggregate Values of Crops, 
Oscillations from year to year rather than the cyclical movements 
of general business conditions characterise the production and 
prices of agricultural commodities. There is a high negative 
correlation, —-79, between physical production and prices. 

April, 1921. The Italian Economic Situation, The physical capacity 
for production has not suffered much from the War; but the 
lack of coal, the burden of public debt — nearly 100,000,000,000 
lire — and the revolt of labour are serious. 

Journal des Economistes (Paris). 

February, 1921. La Conference de Paris. Yves Guyot. La rialisa- 
tion de noire creance sur VAllemagne et le change. E. Laneuville. 
Les mitaux precieux en 1920. A. Raffalovicii. Uindustrie de 
la Soie : les Etats~Unis el le Japon. L. B. Gottlieb. 

March. Uindustrie el le Commerce britannigues en 1920. Yves 
Guyot. Contre le defailUsme monelaire. A. Raffalovicii. 

April. Le pouvoir d'a^heter. Yves Guyot. Les gouvernments el 
la Situation economique. M. Pantaleoni. Extracts from the 
Italian economists’ contribution to the Versailles Conference of 
1920. Pour la ddflaiion contre le defailUsme mon^aire. A. 
Raffalovich. 

May. La pire des emprunts. Yves Guyot. That forced paper 
money is the worst species of taxation is maintained against 
Professor Gide and others. Udeonomii orlhopedique. Rousel. 
Directed against the modern spirit of State interference. La 
grhe des mineurs. N. Mondet. 

Revue d'Economie Politique (Paris). 

January-February, 1021. IJn programme Socialiste liberal. E. 
Rignano. The limitation of inheritance is advocated (Cp. 
Economic Journal, VoI. XIX. p. 305). Le regime monelaire 
du grand-dvche de Jjuxembourg. E. Simonis. La banqve nationak 
Suisse pendant la guerre. P. Rossy. Revenus et dipenses de 
menages de Travailleurs. M. Halbwacjis. A stu^y on jire-war 
workmen’s budgets. 

March-April. La Situation Monilaire en Tchecadovaguie. Unc 
exptVience de theoric quantitative. St^jpjian Bauer. Uin - 
duslrie hydro-Mejctrique en France. M. J^orte. U indice du 
amt de la vie du bureau de Slalistique de la ville d' Amsterdam. 
R. Claeys. a criticism of methods employed in different countries 
for indicating change in the cost of living introduces a description 
of tJie Amstcirdara plan. Leji banques d' Emission el Vapres-guerre. 
Charles Rist. 

Archiv fur Sozialwissenschaft und Sozialpolitik (Tubingen). 

April, 1921. Sozialisiische Mdglichkeiten von Neute. J. Schumpeteb. 
Bauernrevolutiem und Bolschewismus. Paul Olbebg. Die Gezelz- 
gebung auf dem Oebiete der Innenkolonisation in den dsterreichischen 
Nachfolgestaaten. E. H. Vogel. Die bodenhesitzordnung Pda- 
stina's und seine Jildischen Siedlung. Dr. Werner Senator. 
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U fiber die Versmhe einer Beaetzung der Betriebe dvrch die Arheiter 
in Itcdien. Robert Michels. TexGjucher als JJilJsmitteL J. 
Jastbow. With reference to new editions of two text-books, 
their author remarks on post-war trade policy and the new finance. 
Sozialiaierurig und Geaellachaftverfaaainig. E. Ledekkr. 

De Economist (La Hague). 

May, 1921. Ricardo, PachUeer. Dr. H. W. Bordewijk. An 
appreciation of the Ricardian doctrine of rent as quite in accord- 
ance with the modern theory of value. 

Giomale degli Ecommiati (Rome). 

Deoember, 1920. La acHuzione dei problemi finanziari dopo la guerra 
nella htteratura italiana. B. Gkiziotti. I lavori della conferenza 
finanziarie di Bruxelles. ¥. Vinci. 

January, 1921. Sulla misura delle variazioni del coslo della vita. 
Aldo Contento. Note di Storia demagrafica. C. Barbaoallo. 
Results of the early Roman censuses. 

February. I cosii conneaai e Veconomia dei irasporti. Enrico Barone. 
A study on the definition, division, and properties of “Joint 
Cost ” ; purporting to settle in one or two words the “ en- 
tangled controversy between Professors Pigou and Paussig.” 
March. Luigi Bodio, R. Benini. Uorganizzazione ainionaria di 
Malelica nel aecdo XVII. M. Boldrini. Regulations as to 
the provision of com and bread in seasons of fainine, extracted 
from the archives of the Commune Matelica (near Ancona). 

April. Ridolfo Livi, R. Benini. La terra a chi pud cuUivarla. 
G. Majoranza. La teoria pura della proyressivita. S. On etc. 
An ideal progressive taxation. 

La Ri forma Sociale (Turin). 

January-February, 1921. In memoria di L. Bodio. B. Strinoiier. 
Lepilogo d,i uno storico conflitto indvstriale. G. Prato. Referring 
to recent labour troubles in north Italy connected with the 
Mazzonis cotton firm. La cousequenze economiche della guerra. 
G. DI Modica. a criticism of Keynes’ Economic Consequences of 
the Peace. 


Revista Nacional de Ecoiwmia (Madrid). 

No. 27 (1921). El problema Social y la vida cara. J. Nart. An 
index number based on the prices (per unit) of twelve articles 
of food shows a rise of some 50 per cent, in 1920 as compared 
with the quinquennium preceding the war. El problema monetario. 
G. BmrnAcbr. 


NEW BOOKS. 

English. 

Boddinqton (A. Lester). Statistics and their Application to 
Commerce. London : Foulks. I2s. Od. 
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Bowley (A. L.). Official Statistics. What they contain and how 
to use them. London : 2s, 6d. 

Brett (Oliver). The First Assembly : a Study of the Proceed- 
ings of the First Assembly of the League of Nations. By a Committee, 
including Lord Robert Cecil and Lord Phillimore. Edited by Oliver 
Brett. London ; Macmillan. 1912. Pp. 277. 

Bunting (J. H.). Is Trade Unionism Sound ? London : Benn. 

68 . 

[To bo reviewed.] 

Burns (C. Deusle). Government and Industry. London : AUen 
& Unwin. 16^. 

Cannan (Edwin). Money. Its connexion with rising and falling 
prices. Third edition. London : King. 1921. Pp. 86. 

[The third edition contains an addendum summarising the changes in the 
amount of paper currencies, the depreciation thereof relating to gold and other 
monetary phenomena for difierent countries.] 

C 111 SHOT.M (Archibald). Labour's Magna Charta. London : 
Longmans. 1921. Pp. 192. 

[A sub-title describes the work as a critical study of the Peace Treaty and the 
Washington Labour Conforonco.] 

Clapham (J. IL). The Economic Development of France and 
Germany, 1815-1914. Cambridge: University Press. 1921. Pp. 
420. 

[To be reviewed.) 

Dubby (Daya Thankar). The Way to Agricultural Progress, 
With a foreword by Prof. H. Stanley Jevons. Calcutta : Thacker. 
1921. Pp. 78. 

[The Way is described in a sub-title as a practical scheme for the rapid 
improvement of the economic condition of Indian agriculturists. The writer 
is l*rofossor of Economics at Allahabad.] 

Economic History of Chosen; Economic History of Manchuria. 
Saoul: Bank of Chosen. 

[Two volumes prepared by the Bank on the occasion oP its docoimial 
anniversary.] 

Goodrich (Carter L.). The Frontier of Control. A Study in 
British Workshop Politics. With a foreword by R. H. Tawiicy. 
London : Bell. Pp. xv4-277. 7s. 6d. net. 

Gregory (T. E.). Foreign Exchange Before, During and After the 
War. (The World of To-day, edited by Gollancz.) London : Milford. 
1921. Pp. 116. 

Hook (Alfred). The Social and Industrial Problem. London 
(New York, etc.) : Cassell. 1921. Pp. 324. 

[Purports to be a brief introduction to Social Economics.] 

Lavington (F.). The English Capital Market. London : Methuen. 
Pp. 297. 

[To be reviewed.] 
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Lawson (W. R.). Europe after the World War. A financial and 
economic survey. Volume I. London The Einancial News.” 1921. 
Pp. 276. 

Lipson (E.). The History of the Woollen and Worsted Industries. 
(Histories of English Industries. Edited by E. Lipson.) London : 
Black. 1921. Pp. 273. 

[To revicjwcd.] 

Marshall (Leon C.), and Lyon (Lrverett S.). Our Economic 
Organisation. London : Macmillan. Pp. x-(-r)03. 10 j 9. net. 

[A description of economic relations in the United States of America.] 

Mn^RA (J. 0.). A Lecture on the Theory and Practice of Life 
Assurance. Calcutta : Mitra. 1919. Pp. 58. 

Monetary Outlook. (The Garton Foundation.) London : Harri- 
son. Pp. 76. Is. 

Rowntree (B. Seebohm) and Stitart (Frank D.). The Re- 
sponsibility of Women Workers for Dependents. Oxford : Clarendon 
Press. 1921. Pp. 68. 

[An investigation (extending over eleven representative English towns, and 
sampling 13,637 working women, showed that about S8 per cent, of working 
women are not responsible for the inaintonaneo of any oiio but themselves ; while 
the remaining 12 per cent, arc on average only responsible for “ 0*71 of an 
adult ” — a very different result from that obtained by tho Fubiun Women's 
Group. With adequate schemes of widows* pensions, of minimum w'age, and 
State-aid to wage-earners Imviiig more than tliree children, tho percentage of 
women workers liaving dependents would bo reduced to 1*8 per cent.] 

Rvsiieortu (F. V.). The Indian Exchange Problem. London : 
Humphry Milford. 1921. Pp. 41. 

Salter (F. R.). Karl Marx and Modern Socialism. London : 
Macmillan. 1921. Pp 263. 

fRpview'efl above. The author is Fellow and Lecturer of Magdalen College. 
Cambridge.] 

Slesser (Henry H.). Trade Unionism. London : Methuen. 
1921. Pp. 136. 

Spalding (W. F.). The Functions of Money. London : Pitman. 

Is. 6d. 


Bankers' Credit. London : Pitman. lO,*?. 6<y. 

Stamp (Sir Josiaii). Tho Fundamental Principles of Taxation 
in the Light of Modem Developments. (The Newmarch lectures for 
1919.) Loudon : Macmillan. 1921. Pp. 201. 

[To be reviewed.] 

Stoll (Sir Oswald). “ Broadsheets ’’ on National Finance. 
London: Roberts. 1921. Pp, 150. 

[A collection of Broadsheets contributed bv the author to tho public Press 
tmm January 1920 to April 1921.] 

Thornton (A. B.). Tho Nation's Financial Outlook. London : 
King. Pp. xiii+137. 28. Gd. net. 
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Travers-Borostroem (Arthur). Mutualism. London : Mac- 
millan. 1921. Pp. 07. 

[The title is imderstoocl in the “sense in which Proudhon conceived his 
MutuelUsmo, t.c., as something containing, over and above the elements of mere 
material security and advantage, a certain immaterial supererogatory leaven 
of sentiment, of fellowship.”] 

Wallas (Prof. Graham). Our Social Heritage. London : Allen 
& Unwin. 1921. Pp. 292. 

[To bo reviewed.] 

Webb (Sidney). The Story of the Durham Miners. London : 
Labour Publishing Company, .^v. 

White (Kenjamtn). The Currency of the Great War. London: 
Waterlow. Pp. xv-] 104. 10.9. net. 

Wright (Stanley). Kiangsi Native Trade and its Taxation. 
Shanghai : 1920. Pp. 203 +xc. 

American. 

Bussenden (Paih. F.). The 1.W.VV^ : a Stinly of American 
Syndicalism. Second Edition. (Columbia Univer.‘<ity Si lulies.) New 
York: Columbia University (London : King). 1920. Pp. 438. 

Carver (Thomas Nixon). Elementary Economies. Boston : 
Ginn. Px). 400. 

[T'o bo reviewed.] 

Hart (Joseph K.). Community Organisation ('riie Social Welfare 
Library). New York : Macmillan Company. 1920. Pp. 230. 

Kirkbride (Franklin B.), Sterrett (J. E.) and Wit.lis (11. 
Parker). The Modem Tru.st Company. New York : Maeniillan 
Company. 1920. Pp. 549. 

[I’he fifth edition — enlarged and revised —of a work published in 1 920. j 

Klein (Julius, Ph.D,). The Mc.sta : a Study in Spanish Economic 
History, 1273-1830. (Harvard Economic Studies, 21.) Cambridg(*, 
Mass. : University Press. 1920. Pp. 444. 

[Tbo history of a long-lived Shnep-raisorH’ guild; busod liitherto iinusod 
manuscript materials. ] 

Marshall (Leon C.) and Lyon (Leverett S.). Our Economic 
Organisation. New York : Macmillan (kjmpany. 1921. Pp. 503. 

Moriss (John van Liew). Employee Training. New York: 
MiGraw-Hill. 1921. Pp. 311. 

[“ A study of education and training departments in various Corporations.”] 

Moulton (Harou) O.). The Financial Organisation of Society. 
Chicago : University Press. 1921. Pp. 789. 

[To bo reviewed.] 

Roberts (Peter). The Problem of Americanisation. New York : 
Macmillan Company. 1920. Pp. 246. 

Simpson (Kemper). The Capitalisation of Goodwill. Baltimore : 
Johns Hopkins Press. 1921. 
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French. 

Bbunbt (Beii 2). La constitution Allomande du 11 Aoiit, 1919. 
Paris : Payot. 1921. Pp. 364. 

[Chapter VI deals with the Economic Constitution and Socialisation.] 

Rist (Chables). Les finances de Guerre de I’Allemagne. Paris : 
Payot. 1921. Pp. 294. 

Totomiantz (Professeub V.). L’Arm^nic economique. Preface 
de Luigi Luzzati. Traduit dc Fitalien par M. S. David Beg. Paris : 
1920. Pp. 95. 

Truchy (Henri). Cours d’cconomie Politique, Vol. II. Paris : 
Tenin. 1921. Pp. 464. 

Zagorsky (Simon). La republique des Soviets (Bilan £conomiquc). 
Paris : Payot. 1921. Pp. 352. 


German. 

Knapp (Georg F.). Staatliche Theorie des Geldes. Dritte Auflage. 
Milnchen u. Leipzic : Duncker u. Humblot. 1921. Pp. 461. 

[A third ('dition of this well-known work. The theoretical part of the work 
remains unaltered. 'J'hero are minor additions to other parts.] 


Italian. 

Arias (G.). La questione ineridionale. Vol. I. Bologna : Zani- 
chelli. 1921. 

Bachi (Rtccardo). L’ltalia oconomica ncl 1919. Chit di 
CasteUo: Lapi. 1920. Pp. 476. 

[The eleventh annual sur\^ey of Italian economic life.] 

Gini (Corrado). Problcmi .sociologici della guerra. Bologna: 
Zanichelli. Pp. 390. 

[A eolloction of essays contributed to periodicals during or immediately after 
the war : about the causes of wars, the eugenic aspects of conscription, the cost 
of the Creat War, and other questions relating to war. To be reviewed.] 

Gobbi (Ullsse). La scienza oconoiiiie. Milan : Hoepli. 1921. 
Pp. 74. 

[An inaugural discourse.] 

Marjoranza (S.). L'imposta progressiva. Rome; Maglione. 


Martini (J. M. A.). Le agitazioni dei niezzadri in provincia di 
Firenze. Florence. 1921 . 

- Jj^siR (Q). Le imposte sui valori mobiliari. Rome: Athenaeum. 
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Mortara (Giorgio). Lezioni di statistica oconomica e demo- 
grafica. Rome : AthenaBum. 1920. Pp. 260. Lire 20. 

[A sories of lectures delivered at the Institute of Commercial Studios in 
Romo ; some on the practical applications of statistics to the conduct of business, 
especially railways, others directed to theoretical purposes, the economic effects 
of decrease in mortality, and statistical symptoms of economic conditions (index, 
numbers of material progress) in different countries.] 

Natou (Pabrizio). Verso il tramonto del capitalismo. Palermo : 
Tipagrafia Nazionale. 1921. Pp. 24. 

Porri (Vincenzo). L’equilibrio eoonomico nel Vcneto alia vigilia 
della guerra. (Ministero per le terre liberate. Rome : 1921. Pp. 84.) 

Smart (G.). II testamcnto spirituale di un economistc. Bari 

1921. 

[A translation of the late Professor Smart’s latest work.] 


Spanish. 

Olariaqa (Luis). La cuestion de las taiifas y el probloina foiTo- 
viario eapafiol. Madrid : Calpe. 1921. Pp. 243. 
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THE PLACE OF RYE IN THE HISTORY OF 
ENGLISH FOOD 

No one can work at the economic history of the English 
Middle Ages without a growing sense of respect for the many years 
of plodding toil wliich Thorold Rogers put into his Ilisianj of 
Agriculture and Prices, From bailiffs’ rolls and other sources, 
entirely manuscript and original, he collected for the years 
between 1259 and 1583 nearly 30,000 entries of cereal prices 
alone. And ho was not only wonderfully patient and per- 
sistent; he was a pioneer. He was a pioneer in the special 
field of mediaeval price history, with no predecessor but Bishop 
Fleetwood in his Chronicon Preciosim (1707). How defective 
was Fleetwood’s material and how correct was Adam Smith’s 
judgment that the prices he collected “ seem to have been those 
chiefly which were remarkable for extraordinary dearness or 
cheapness,” ^ will be apparent to anyone who from the vantage 
ground of Rogers’ volumes looks back on the table Smith took 
the trouble to put together from the bishop's material.^ And 
Rogers was a pioneer in the wider field of mediseval economic 
history in general. We have constantly to remember in using 
his books that between his generation — 1860 was the date of liis 
two first volumes — and the Middle Ages there had dropped the 
heavy veil of Early Victorian forgetfulness and self-satisfaction. 
The tradition of things mediseval survived in England right down 
to the time when the Enclosure movement had finished its work ; 
and then, in a curiously brief space of time, hardly more than 
one generation, even the large outlines of the age-long rural 
economy of England passed completely out of memory. Rogers 
had not the good fortune to find out the yardland w'liich Seebohm 
rediscovered almost as if it had been a Babylonian antiquity; 
but he did lead the way in making us realise anew the vast 

* Wealth of Natuma, ed. Rogers, I, p. 196 (Bk. I, Chap. XI). 

_ ^ * At the end of Bk. 1, Chap. XI. 

No. 123.— VOL. xxxr. 
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inipoitancc of agiurian conditions in the past life of our people. 
It is necessary to say this, lest it should appear that criticism, 
even of one of Rigger’s main contentions, is meant to detract 
from the gratitude which is his due. 

“ Wheat was the customary food of the people of this country,” 
Rogers declared in 1866, “ from the ciirliest times. . . . Rye was 
very scantily cultivated.” ^ Writing eighteen years later, he 
was equally emphatic, and tliis time in a work intended for a 
wider audience : 

“ Over the greater part of Enghind, over all indeed which 
has (iome under my inquiry, even as far north as the county of 
Durham, the staple produce of agriculture, and by implication 
the staple food of the people, was wlieat, though oats arc also 
consumed as the food of man in those nortliern regions. From 
the earliest times wheat has been the principal grain on which 
the English have lived.” * 

One of the pages is headed, “ Wheat the food of the English.” 
This later work, tlic Six Centuries of Work and Wages, partly 
because of the cheap editions in whicli it has been issued, partly 
because of the popular sympathies and breezy vigour of style 
wliich characterise it, has had a wide circulation in England; 
and, in conjunction with Karl Marx, it serves as the authority 
for much of what is now being taught as history to working-class 
audiences. 

The real truth of the matter cannot yet be stated with any 
great exactness cither as to time and place, and the subject calls 
for much more investigation than it has so far received. But 
the following propositions may be tentatively put forward. 
AV^hcat only obtained its present position as the exclusive 
bread corn of the English jicoplo during the eighteenth century. 
During the Middle Ages and long after, rye was the ordinary food 
of the labouring ])opulation over the greater part of the country ; 
while barley and oats were also largely consumed. Wheat was 
at first a luxury food, for the landlord class. Froiii them it was 
ado])tcd by the merchants of the towms and by tlie more sedentary 
and more skilled craftsmen, forming, of course, during the Middle 
Ages, only a small proportion of the inhabitants of England. 
For the mass of the people, both in the towns and in the country, 
there was hardly ever and hardly anywhere a complete change- 
over from rye to wheat ; the transition was effected by the use, 
during centuries, of a mixture — rnasUn {mixtilio, misedin and a 

^ History of AyricuUure and Prices, I, pp. 26, 27; 

• Six Ceramics of Work and Wages (1884), p. 69. 
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score of other variants) — of rye and wheat, often sown together ; 
a mixture in which, in the course of ages, the wheat proportion 
tended more and more to preponderate.^ 

Before we look at some of the more readily accessible evidence, 
we may observe that such a view as I have just stated puts 
Bngland into intelligible relations to the agrarian development 
of the rest of north-western Europe. How very slowly even 
now rye is yielding to wheat in Germany is matter of common 
knowledge ; early last century four times as much rye as wheat 
was used for bread in the towns of Prussia.® Even in France, 
now the country par excellence of fine whetiten bread, the transition 
was, apparently, only effected last century. As M. d’Avenel 
remarks : 

“ If it were only for the fact that it has changed black 
bread for white and enabled the workers to get it regularly, the 
nineteenth century would occupy a creditable place in history.” 
... In the past “the workman contenied himself with bread 
made of ineteil ” (i. e. maslin), “ rye, barley, buckwheat, millet, 
and in bad years oats. . . . The phrases and proverbs (about 
good bread and white bread and black bread) which survive 
in the language reveal anxieties among our forefathers which 
are now unknown.*’® 

That England preceded France in completely substituting 
wheat for rye in the food of her people cannot be attributed to 
any advantages of climate or soil. Indeed, according to a liigh 
authority, who knew both countries, M. Lconce de Lavergne, 
“ the extreme humidity (of England) is little favourable to 
wheat.” ^ The suggestion naturally occurs to one tliat the 
difference betw'een England and other countries with respect to 
its cereal crops may be, to some extent, connected with the differ- 
ence in its modern agrarian system, and its unique possession 

^ It will be noticed later that tlio eighteenth -century writer, Harte, gives the 
namo mnalin also to a mixturo of wheat and harlvy. Whether this was then a 
commou uso of the term 1 do not l«iiow. But ntaal in elsewhere, so far as my present 
evidence goes, always means a luixiurc of wheat and ryr. Agricultural writers 
notice the fact that those two grains were often sown and reaped together, and 
criticise the reason generally given — tliat “ if either failed, tlu're would still be a 
crop of the other,” pointing out also ttie awkwardness of the rye ripening a fort- 
night before tlio wheat: Rliam, Dictionary of the Farm, 8.v. Bye; Mortimer, 
Systema AgrictiHurac (2nd od. 1075), p. 37. 

* Ifigures from 1831 in Apeit, Kotuntmpthn dcr tvkfUiysten Kukurldnder (1899), 
p. 22. 

* D^ouveHea (VHiaioire Socidle (1910), pp. 170 -173. That by 1789 there was 
a contrast in this respect between England and France appears clearly from 
Arthur Young, Travda m Fra 7 ice, Part II, Chap. XV. 

* Rural Economy of England, etc., p. 0. 

y2 
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of the capitalist farmer. We shall return to this proposition 
after a hasty glance at the evidence. I propose to begin with 
1800, and work backward. 

It is clear that when the war began with revolutionary France, 
wheat had already come to be the usual breadstuff of the whole 
population, though it was still not quite universal. All that 
Arthur Young said, in comparing England with Franco, was that 
“in England bread is very generally made of wheat, and the 
poor, in many parts of the kingdom, eat the whitest and best “ : 
while the Rev. David Davies, a Berkshire Rector, pleading the 
cause of the agricultural labourer in 1795, remarked that “where 
land had not been so highly improved as to produce much wheat, 
barley, oatmeal or maslin bread were still in common use.’' ^ 
That where they had become used to wheaten bread the poor 
obstinately turned a deaf car to Pitt's appeal to shake off their 
“ groundless prejudices " and try bread of mixed flour, is easily 
to be undcrsto(jd if we sup})osc that the less attractive dark 
bread was still a living tradition. Mr. Hammond is no doubt 
justified in arguing that the proposals for diet reform which came 
from “ the rich " showed little understanding of the labourer’s 
real position just then, and especially of the small quantity of 
milk he could commonly get in the south. But it is worth 
while observing that a belief in the virtues of the cheaper bread 
corns was not quite confined to “the rich.'* As late as 1821, 
William Cobbett, in the high-water period of his vigorous 
Radicalism, did not imagine that his championship of the 
oppressed and his intimate knowledge of rural life ought to 
prevent liis writing thus : 

“ Rye, and even barley, csjjecially when mixed with wheat, 
make very good bread. Few people upon thtf face of tlie 
earth live bettor than the Long Islanders. Yet nine families 
out of ten seld(jm cat wheaten brejid. Rye is the flour that 
they principally make use of. . . . Half rye and half wheat, 
taking out a little more of the ollal, make very good bread. 
Half wheat, a quarter rye and a quarter barley; nay, one 
third of each, make bread that I could bo very well cont dit- 
to live upon all my lifetime." ^ 

Whatever the merits of imslinmight be, by 1795 the nation had 
abandoned it. Thirty years earlier, the great mass of the people 
had already an evident repugnance for any but pure wheaten 
bread : “ rye and barley bread at present," we are told by 
“ that admirable writer ilr. Ilarte,” as Arthur Young calls him, 

' According to tho account given by Hammond, The ViUage Labowrer, p* 126. 
* CoUage Economy (od. 1828), § 82. 
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“ are looked upon with a sort of horror even by poor cottagers.” ^ 
Harte goes on to say that tho yeomen of this kingdom about 
130 years ago mixed both vegetables (rye and barley) with 
wheat to make broad, but the very name of the mixture is now 
forgotten.” ® Whence ho derived his impression as to the custom 
of 130 years previous — a curiously exact statement — ^is not 
indicated in this passage ; but we may bear it in mind when we 
get back to the years around 1034. And returning to 1764, it 
would appear that there was still at that time a large minority 
who did not get wheaten bread ; if we can place any reliance on 
tho estimate of Charles Smith, tho author of the much-quoted 
“ Corn Tracts,” that of a population of six millions in England 
and Wales, three and three-quarter millions consumed wheaten 
bread, while the rest lived on bread of other grain.® And the 
same author, writing in 1765, is careful only to say that ” bread 
made of wheat is become more genemlly the food of the labouring 
people.” ^ 

When we go a little further back, to Malachy PostlethAvayt, 
who issued the first edition of his big Dictionary of Trade and 
Commerce in 1751, rye is quite prominent by the side of wheat ; 
and an explanation is offered, the vahic of which I am unable 
to judge, as to the place of barley as a bread corn. 

“Wheat, 'which is the strongest nourishment, seldom 
succeeds but in soils that are hot or vigorous or at least marshy. 
Kye })rospers in a modei’atc soil, and sometimes is contented 
with the lightest. . . . 

“Arable lands arc generally ranged into three divisions, 
nearly equal. One is sown before tho winter seast)n, with 
wheat and rye, or else with meslin which is a mixture of both. 
The second must be allowed a winter’s fallow, and may be 
sown in the spring with the smaller grain, as oats and barley, 
etc. The third division is suffered to lie fallow. . . . 

“ The species that are sown before the winter season are 
the autumnal W'heat, barley, and rye, icliich last is the food of 
the ])oor people, and thrives in the worst soils and driest years. 
Starch corn, or autumnal barley, is sown before the winter 
season. 'Tis cut in June and is serviceable to the poor people, 
till harvest supplies them with their winter provision.” 

How much of this is translated from the Erencli work of 
Savary I do not know ; but were it all from his French original, 

\ ^ cited by Young, Farmer's Letters (3rd cd., 1771), I, p. 207. Harlo was 
a Canon of Windsor and a friend of Pope. His Essays on Husbandry appeared 
in 1764. 

* In a footnote : “ It was called ^naslin-hrend, quasi miscellane." 

® As cited by Brodrick, Eivylish Laml and Etuflish Landlords, p. 51. 

As cited by Tooko, History of Prices, I, p. 60. 
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Postlethwayt must have thought there was nothing in it grossly 
inapplicable to England.^ 

We may so far anticipate the subsequent argument as to 
accept Tooke’s suggestion that the ‘‘resort to a higher diet/’ 
as he calls it, took place to a large extent during the period of 
great abundance and low prices wliich included the years between 
1715 and 1765. Some indication of the declining position of 
the rye crop may perhaps be found in the figures of export. The 
famous Bounty Act of 1689 was concerned with each of the three 
staple grains ; in the text of the statute they appear in the order 
of the maximum home price below which the bounty was given, 
beginning with the cheapest ; an order which is the same as the 
amounts of the bounty. For malt or barley, when at 24.9. a 
quarter or under, the bounty was 2^. 6fZ. ; for rye, when at 32 n. 
a quarter or under, the bounty was 35. iUL ; for wheat, when at 
485. a quarter or under, the bounty was 55.* Where the 
statistics of barley export may be found I do not know; 
those for rye and wheat arc given in the “ Cam Tract.<»,” 
as quoted by Arthur Young. They show that while the actual 
quantity of rye exported greatly increased between 1697 and 
1765, the proportion which it boro to exported wheat greatly 
diminished. Taking wheat and rye together, rye forms for the 
periods 1765-1746, and 1746-1726 some 12 and 10 per cent, 
respectively of the whole, but for the period 1726-1706 nearly 
24 per cent., and for the period 1706-1697 30 per cent.® Doubt- 
less the relatively decreasing export of rye was related to changes 
in demand as well as to changes in supply ; still, for wliat they 
may be worth, the statistics arc in keeping with the present 
contention. 

When we get back to the closing years of thfl seventeenlh 
century, we get a fresh foothold of approximate fact in tlu* 
estimates of Gregory King,^ written in 1696, King estimated 
the net produce of the arable land of England and Wales “ in a 
year of moderate plenty,” as follows : 


Whccat 

14,000,000 bushels 

Rye 

10,000,000 

Barley 

27,000,000 

Oats 

16,000,000 


' Ed. 2, 1767, p. 666, 9. v. Corn. 

• Statutea of the Realm, VI, p. 62 (1 W. and M., c. 12). 

» The periods are as given in Arthur Young, Farmer' a Lettera, I, p. 61 aeq. 

* Here cited as reproduced in Davenant’s “ Essay upon . . . the Balance of 
Trade,” in Worha (ed. Whitworth, 1771), II, pp. 19S, 217. 
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The comment upon this of a more recent writer of some 
deserved reputation in this field is that “ as the consumption of 
grain per head of tlie population may be roughly taken at nearly 
one quarter a year, it follows that less than one-half of the 
people then lived on wlioaten bread.” ^ If, however, wo accept 
King’s estimate of produce wo must accept his estimate of the 
then population, which is five and a lialf millions ; and fourteen 
million bushels at eiglit bushels a head would suffice only for a 
million and three-quarter persons, z. e. less tlian one-tliird of the 
estimated population. The allowance of eight bushels per head 
is undoubtedly too large, though it has been freely made by 
many writers. It is better to take the alternative allowance of 
six bushels, with which Porter operated as an alternative to 
eight in his well-known calculations.^ And with this smaller 
allowance the wheat crop w^ould suffice for between 42 and 
43 per cent, of the population. But, after what has already 
been said, it will be borne in mind that it would be mis- 
taken to think of forty-two out of a hundred as living on pure 
wheat bread and the other fifty-eight on entirely non-wheaten. 
We must think rather of considerably fewer than forty-two 
getting pure whezit, considerably fewer than fifty-eight getting 
nothing but rye, eked out with barley, and a large indeterminate 
middle class getting a mixture of wheat and rye in variable 
proportions. Of course all such estimates as those of King are 
open to much criticism. Even with the administrative machinery 
at the disposal of modern governments, crop estimates are not 
free from a pretty wide margin of doubt ; as all are aw^are who 
have had to deal with German crop estimates before and during 
the War. King's estimate of population is also open to some 
doubt; it may have been somewhat too high.® And yet we 
may take heart from the remark of Davenant : 

“ Mr. King's schemes . . . arc all of them so accurately 
done that we may venture to say they are not to be coii- 
troveited in any point so material as to destroy the foundations 
of those reasonings which the waiter of these papers or any 
other person shall form upon them.” ^ 

There must be abundant evidence for the w hole of the seven- , 

^ Brodrick, English Land and English Landlords (1881), p. 47. 

* Progress of the Nation (ed. 1847), p. 139. 

* Cf. Porter, p. 13. 

* WhUo revising the proof I may add that John Mortimer, F.R.S., in his UV/o/r 
of Husbandry (1707 ; 3rd ed. 1712), in Book V, “ Of several sorts of grain," 

gives Cliapter I to Rye. Mortimer was a l^oiulon inorehant who bought and 
improved an Essex estate. 
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teenth century. In the notes, however, which I have hastily 
put together there is a gap between 169G and 1631-21. During 
the last-mentioned decade a few significant bits of information 
reach us. 

The harvest in 1620 had been particularly good, and Tooke 
quoted the following comment : ^ 

“ Sir Symonds d’Ewes, in his unpublished diary, notices, in 
1621, the excessive cheapness and plenty of wheat. . . . The 
best wheat was then 2^. 8d and 2^. (Sd, the bushel, ordinary 
25. ; barley and rye, l5. 3rf. 

“ The farmers murmured ; the poorer sort traversed the 
miirkets to find out the finest wheats, for none else would 
now serve their use, though before they were glad of the coarser 
rye bread. This daintiness was soon after punished by the 
high prices of all sorts of grain everywhere, which never since 
abated.” 

Wlien the dearth came next year, the Privy Council pursued 
what had by this time become its traditional policy, and instructed 
the local justices to send in returns of all the stocks of grain 
within their jurisdictions. If any large quantity of those returns 
survive, their study would perhaps bo pretty conclusive on tlic 
question at issue. One such “ certificate ” has been printed by 
Miss Leonard.** It is for the hundred of Lackford and the half- 
hundred of Exning in the county of Suffolk; it was drawn up 
on February 7, 1623, after “ presentment and inquiry of a jury ” ; 
it is signed by the three ‘‘ justices of the peace inhabiting within 
the hundreds ” ; and it runs thus : 

“ Inprim, in wdieate two hundred fiuc score and ten Com’’" 
and thro bush"\ 

‘‘ In Rye Ihro thousand and two combes. ^ 

“In Barly eight tJiousand thre hundreth and fifty fine 
com’’^ 

“ In Malte foure tliousand twenty seuen combes and thre 
bu shells. 

“ In Pease four hundreth twentye seuen combs and thre 
bushells.” 

The coomb is, of course, four bushels; and the certificate 
notes that for all kinds of grain the “ hundred ” was six score. 
The largo quantity of barley will not surprise us, for the county 

^ llUtory of Prices, I, pp. 23-4. Ho flays, “ Tho following was written at tbo 
flame period,” i.p. 1 020-1 ; althongh it must be confossod it reads as if it worn 
written much later, though perhaps before tho run of cheap years beginning 
in 1062. 

• Knfjliah Poor Relit! f p. 334. 
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of Suffolk, like those of Norfolk and Essex, was doubtless then, 
as it was later, one of the chief sources of supply of barley and 
malt for the London brewer; though some of the stock here 
certified was perhaps consumed in the form of bread. It can 
hardly, however, be of small significance that the store of rye 
was more than ten times as great as the store of wheat. If the 
extent to which the several crops were planted was in anything 
like the same proportion, it is not surprising that the Lover 
and his Lass of tlie song in As You Like It, passing “ o’er the 
green corn-field in the spring time,” should rest “ between the 
acres of the rye.” And, similarly, the “ bagfull” or “ pocketfull 
of rye,” in the familiar nursery jingle prompted by the Elizabethan 
fancy of hiding birds in a pie, may have had a pertinence beyond 
the mere exigency of rliyine.^ 

One of the bits of information for this period links itself on, 
in a curiously complete fashion, as we shall find later, with 
information for earlier centuries. The city companies of London 
had long been required by the municipal authority to provision 
the city with stores of corn in certain definite amounts, much 
of the grain being purchased from importing merchants. There 
is abundant evidence that this grain Avas very largely rye from 
the Vistula country, shipped at Dantzig, though, even thus early, 
some wheat was also sent from that region. By 1631 the “ corn 
custom ” Avas breaking down. In that year the Lord Mayor 
informed the several city companies that “great quantities of 
come (being rye) *’ had been bought from the East countries, but 
found “ no vend.” They AAcre therefore bidden to buy a pre- 
scribed quantity at a prescribed price. Tf Ave may trust Herbert,^ 
the Grocers’ Company declined, on the Iavo grounds ; that the 
Act of the Common (knincil “ expressed only Avheat *’ ; and 

“that they had found, notwithstanding dearths, the poor 
would not buy barley or ryo, either alone or even if mixed 
with two thirds A\heat ; so that 500 quarters of rye AA’ould 
require 1800 quarters of wheat to mix Avith it ; that what they 
had so mixed formerly remained on their hands.” 

Wlien we consider that the City Avas just at this time bent on 
making non-parliamentary government by the Privy Council as 
difficult as possible and was offering a vigorous resistance to other 
parts, as well as to this, of a food policy which was nothing but a 
continuation of Tudor control,® we need not take the proportion 

' Soo tho note in HalliwelVa Nursery Rhymes. 

® Livery Companies, I, p. 149. 

• Cf. Gardiner, History oj England, VXI, ji. 163. 
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eighteen to five too seriously. Btill, for the excuse to have any 
plausibility, there must have been a popular demand for an 
ever-increasing proportion of wheat in the maslin bread. For 
when we go back to 1590 we find the Companies ordered, and 
then submitting, to provide wheat and rye in the proportion of 
two to one.^ A quarter of a century before that, in 1565, an 
Act of the Common Council had ordered the mayor and aldermen 
regularly to buy, at the cheapest season of the year, “ for the 
city’s provision ” “a great and substantial mass and quantity 
of wheat,” and to “ make yearly the like provision of rye and 
barley.” ® The meaning of “ like provision ” is not clear ; it 
may mean as much rye and barley, singly or together, as wheat, 
or it may be used loosely. That in earlier times a smaller pro- 
portion of wheat than of two to one was customary in London 
we may find later some reason to believe. 

For the years just before and after the Armada there is 
some interesting evidence from outside Jjondon. The regulations 
for the House of Correction at Bury, drawn up in 1589,® gave 
the inmates rye bread only, but as much as eight ounces per 
day. This and the years just preceding were not years cjf 
dearth; but it is quite possible that the ordinary food of the 
labourer in that neighbourhood was by this time maslin, and tliat 
rye was meant as the plainest bread available and somewhat of 
a punishment. 1586, however, was a year of dearth, and tlio 
Privy Council ordered rclurns to be sent in of existing stocks. 
»So far as I know, only a small portion of one of tlie (Certificates 
has been printed, and this also by Miss Leonard.^ This return, 
made by the Chief (Constables of tlic liundrcd, on Juno 20, for 
the single parish of North J^ukenham in Norfolk, shows that 
seven persons therein, with households numbefing forty-five 
persons, then had in store sixteen coombs of wheat, eighty-two 
coombs of “ messelyng and rye,” and twenty-seven coombs of 
malt barley. Meanwhile the same policy of municipal provision 
of grain was being followed at Bristol as at London : grain w^as 
brought in 1586 in five ships from Lynn and Boston carrying 
” wheat, rye, malt and barley ” ; in 1594 1,200 pounds’ worth of 
“wheat and rye” was purchased; in 1596 3,000 “quarters of 
Dansk (Danzig) rye.” ® 

• “ For the furnishing of 0000 quarters of grain, whereof there must be 4000 
quarters of wheate and 2000 quarters of rye ” ; in Gras, Evolution of the EngM 
Com Market^ p. 424. 

• Herbert, I, p. 138. 

■ Cited by Leonard, p. 114, from Edon. * Op. cit, p. 310. 

• liicati^a Kalendar (C-amdon Sockdy, 1872), pp. 61- 03. 
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We are now prepared to appreciate the full meaning of what 
Harrison tells us in his Descriytion of England prefixed to Holins- 
hed’s Chronicle in 1577. The italics arc mine. 

“ The bread throughout the land is made of such grain as 
the soil yieldeth ; nevertheless the gentility commonly provide 
themselves sufficiently of wheat for their ainn table, whilst their 
household and poor neighbours \in some shires are forced to 
content themselves with rye or barley, yea and, in time of 
dearth, many with bread made either of beans, peas or oats, 
or of all together and some acorns among.” 

Harrison goes on to describe various kinds of whcatcn bread, 
beginning with the best manchet or white bread, and descending 
through ‘"cheat” and “ravelled” to “brown,” of which there 
were, he tells us, two sorts. The very worst “ hath little or no 
flour left therein at all ” ; and he continues : 

“Hereunto . . . because it is dry and brickie in the working 
(for it will hardly be made up handsomely into loaves) some 
add a portion of rye meal, . . . whereby tlie rough dryness or 
dry roughness thereof is somewhat qualified, and then it is 
named miscelin, that is bread made of mingled corn, albeit 
that divers do sow, or mingle wheat and rye of set purpose at 
the mill, or before it come lliere, and sell the same at the 
markets under the caforesaid name.” 

So much for bread in which there was at any rate some wdieat. 
His next sentence, however, is In chamjxiign country much rye 
and barley bread is eaten, but especially where w’heat is scant.” ^ 
In this sentence we liave, I fim convincetl, one of the keys to 
the whole problem. “ Champaign " or “ champion ” country 
means open-field tillage, as opposed to “ several,” i,e. it means 
what was once wellnigh universal in the arable districts and 
largely preponderated dow'U to the middle of the eighteenth 
century, in spite of the enclosures of the Tudor period in the 
Midlands. Open field agriculture, for the larger part (omitting, 
that is to say, all the difficult questions suggested by the demesne 
share in the fields), meant cultivation by peasants (villeins, 
customary tenants, copyholders), with very scanty capital. 
Now on “ poor light soils ” — ^Iioav large a proportion they origin- 
ally formed I do not know — ^while rye can be raised without 
difficulty, wheat can only bo grown after much has been done 
in the way of liming or marling or manuring,® as the case may 

^ Added in the edition of 1687. 

I Koprint under the title Elizabethan England (Cainelot scrioR), pp. ilC, 98. 

Soo Rham*a Dictionary of the Farm (ed. 1863) j?. e. Uyo, 
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be. As to the exact effect of these ameliorative measures we 
must refer to the agricultural experts. It is possible that earlier 
centuries exaggerated the merits of lime, though we cannot 
disregard such testimony as that of Sir John Sinclair : 

“ The rye lands of Herefordshire in 1636 refused to produce 
wheat, pease or vetches; but since the introduction of lime 
they have been so fertilised as to be successfully applied to 
the growth of every species of corn.” ^ 

Arthur Young’s rival, William Marshall, writes frequently ia 
the same sense. Thus, speaking of Yorkshire, he tells us 

“ Now rye is principally confined to the Morcland-dales ; and 
even there the alteration o/.vo?7iS by lime (Marshall’s italics) has 
been such that wheat has become the more prevalent crop. ”8 

But whatever the measures necessary, they involved expenditure 
which the small open-field farmer would seldom be in a position 
to undertake. And what is true of the customary tenant would 
also be true of an impcciinimis lord of land. And so in recent 
times in Russia wo are told that rye Avas “the only winter 
crop on peasant farms, as well as on the smaller estates 
approaching the standard of peasant agriculture,” whereas “on 
the larger estates ” it was “ supplanted to a vast extent by 
winter wheat.” Even more attention was given to wheat in 
Russia on estates which had been bought by rich business men 
from the cities, and on such ‘‘c{ipitalistic farms ” larger wheat 
crops were obtained.^ 

Fortunately we are not compelled in the case of England to 
rely upon theoretic considerations or foreign analogies. Wc 
have direct testimony from Thomas Tusser in his Five Hundred 
Points of Good Husbandry, published in 1558.* iWthough there 
is a great deal said by him about wheat, the attentive reader will 
be struck by the prominence of rye, and the way it is put first. 
Thus : 

“ ‘ Tliresh sood, and to fanning ’ Si*ptornbor dot l» cry, 

‘ Got plough to tho field and bo Howing of ryo * . . . 

Sow timely thy white wlicat, sow ryo in tho dust ; 

Ltd seed have his longing, let soil have her lust : 
ryo bo partaker of Michuelinas spring, 
bear out tVio hiirdnefis that winter doth bring.” * 

^ Sinclair, Codn of Agriculture. I quote from tho American edition (1818), p. 1I1^>* 

• The Rural Economy of Yorkshire (1787), II, p. 16.' 

• Hourwich, Economics of the Russian Village (Columbia Studies, 1892), 
pp. 146-163. 

• I quote from tho reprint of Some of the Five Hundred Points, etc., published 
by Parker, 1848. 

® “ Septemter*H Husbandry.” 
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Coming on to the next month, ho tells us : 

“ Green rye in September when timely thou host, 

October for wheat sowing calloth as fast.” 

As to the relative possibilities of various grains, he reminds 
his reader : 

“ Each soil hath no liking of every grain, 

Nor barley and wheat is for every vein.” 

But much could be done by good husbandly, especially by 
manuring, and he takes credit to himself for replacing rye by 
barley and wheat on his own farm : 

“ In Branthnm, whore rye but no barley did grow. 

Good barley 1 had, as a many did know. 

Fivti seam I truly w’oa paid. 

For thirty load rnttekf of each acre so laid. 

In Suffolk again, whereas wheat 7iever greii\ 

Good husbandry used^ good wheat land I knew ; 

This oxiioricnco long ago gave, 

That nothing who practisolh, nothing shall have.” 

It is sad to relate that, in spite of his enterprising “ practice,” 
Tusscr did not succeed as a farmer. 

Pushing back another generation, and coming to the dearth 
year 1520, we find the method of survey of corn stoclcs already 
practised in at least one important town, that of Coventry : as 
in so much else, the Tudor policy probably only extended to the 
whole country, as ruled by tlie Privy Council through the justices, 
what liad grown up in tlie towns under tlieir municipal magis- 
trates. The return then made as to ” what stores of all Maner 
of Corno, and what number of people were then within the said 
city ” may be reduced to the following table ; the measures being 
quarters and strikes (i, e. bushels). 


Waid. Persons. Malt. lly Wheat. Oats. Pease. 


Earl St . . 707 


15mithfonl St. 406 

Gosford St. . 876 

Much Park St. 719 

BiahopSt. . 1018 

Bayly Lane . 460 

^adgate . 652 

Croaa Choaping 884 

Jordan Well . 361 

Bpon St. . , 627 


” malt and 
barley ” 
454 q. 
22f) q. 
456 q. 

287 q. 
334 q. 

150 q. 3 s. 
barley 20 q. 
100 q. 
180 q. 
100 q. 
198 q. 


36 s. 


1.5 q. 


17 q. 2 s. 


21 q. 


‘ Wheat and Uye '* 
16 q. 

I4jq. Ip. 

“ \Micat and live ” 


10 q. 


26 q, 


1 q. 61 a. 
18 q. 
3q. 


1 q. 6 s. 


1 q. 3 8. 

liq- 

“ nullum ’ 
Rye and Wheat ” 
3q. 76. 


27 q. 


0 q. 2 s. 

2q. 


7iq. 

Iq. 

7q. 

Iq. 

) q. 6 
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1 luivc not sufficient local knowledge to account for the 
differences between the several wards. The totals as given in 
the return itself are ; 


Persons 

6601 

Malt 

2405 quarters 

Bye and Mastlin 

100 „ 1 strike 

Wheat 

47 „ 

Oats 

3!) „ 2 „ 

Pease 

18 .. 2 .. 


Since all the barley found in the wards is included under Malt 
in the total, I am afraid we cannot suppose any amount worth 
mentioning went into bread : we can only marvel at the provision 
our forefathers made for their drink : the proportion of drink 
corn to bread corn is truly Falstaffian. What more immediately 
concerns us is that the combined store of rye and maslin was 
more than twice as large as that of wheat. And if the details 
can be relied upon, they suggest an interesting conclusion. The 
ward returns do not include maslin co voynive. The ward en- 
tries of wheat amount to thirty-nine quarters only, the ward entries 
of rye to sixty-one and a half quarters, and the ward entries 
of ‘'wheat and rye” or “rye and wheat” to almost forty-six 
quarters. It is clear that to make up the city total of foiiy- 
seven quarters of wheat it would be only necessary to reckon in 
eight quarters from the forty-six assigned by the wards to “ wheat 
and rye.” That w'ould leave almost thirty-eight quarters of 
the ward “ wheat and rye ” to add to the ward rye to make aj) 
the city total of 100 quaitcrs of “ rye and maslin.” It enables 
us, in other words, to break up the 100 quarters into some sixty 
two of rye, and thirty-eight of maslin (composed of unkno\Mi 
proportions of rye and wheat). Placing by the side of these the 
forty-seven quarters of wheat, it follows that the store of bread 
corn found in one of the most important cities of the Midlands 
in 1520 consisted of grain in the percentageb following ; rye 
forty-two, maslin twenty-five, wheat thirty-three. Approximate 
conclusions such as these enable us to conjecture what elsewhere 
is implied when the actual grain is not mentioned. Thus, at 
this very period, in the West Country, the municipal authorities 
of Bristol were providing what in 1522 is described as “whete, 
corn and other grayns necessary and bencficiall for the commons, 
and in 1632 as simply “ whete and corn.” ^ In Bristol at any 
rate “ corn ” did not in common speech mean wheat. 

^ llwari'a Kalendar^ pp. 49, 62. 
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From 1520 I must make a long leap backward — some cciituiy 
and a half, to the time of Gower and Langland. Gower about 
1375 complains of the extravagant demands of labourers. 

“ Labourers of old were not wont to eat of wheat en bread ; 
their meat was of beans or coarser corn.” i Writing a year or 
so later, William Langland rebukes the “ wasters ’’—the discon- 
tented labourers — ^who refused to work unless they were paid 
higher wages than the statute allowed, and would not eat any 
bread with beans in it, demanding bread “ of cocket or clercmatin 
or else of clean wheat.” It is only “ the blind and the bedrid 
or broken of limb,” to whom his ideal hero, Piers the Plowman, 
promises that they “ shall have as good as 1,” or as another 
version puts it, shall ‘‘ eat whete bred and drink with myself.” ^ 
Each writer treats the labourers’ demands for wheaten bread as 
novel and extravagant. Yet they may be regarded as marking 
the beginnings among the agricultural working population of a 
transition which was destined to spread over four centuries. 

A step further back of half or three quarters of a century 
brings us to a group of testimonies which cannot be easily dated 
but all fall probably within the reign of Edward II and Edward I 
(1327-1272). One concerns tillage, three concern diet. The 
first is the passage in the anonymous treatise on “ Husbandry,” 
which is roughly contemporary with \\ alter of Henley and has 
been edited with him. This has an interesting section on the 
amount of return to be expected to the seed sown of the several 
kinds of grain.® The presumption surely is that the grains are 
given in their order of practical importance. Barley, the drink 
corn, heads the list ; it should yield eight -fold. Then follow the 


others : 

Rye 7 

Beans and Peas 15 

Drage of Barley and Oats equally mixetl, fi 

[But if more Barley than Oats, more 

if less „ „ „ /csv] 

Mestilon of Wheat and Rye equally mixed, (5 

[But if more Rye than Wheat, more 

if more Wheat than Rye, tevf] 

Wheat 5 

Oats 4 


And now for the dietaries. It will be remembered that the 

^ I owe this passage to Mr. Coulton’s Social Life, p. 363. 

* See Skeat, Piers the Plowman (Oxford 1 886), I, pp. 204 ■ . 222-3. 

* WaUer of Henley (ed. Lainond, 1890), p. 71. 
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Londoners of 1631, according to the rather prejudiced account of 
the Grocers’ Company, turned up their noses at maslin composed 
of wheat and rye mixed (not in sowing but in milling or baking) 
in the proportions of two to one. In Edward II’s reign there 
is a curious bit of evidence that for the inferior classes the common 
mixture in London was half and half. The Warden and Brethren 
of London Bridge, no doubt for an adequate return, granted a 
“ corrody ” to a certain citizen and his wife. They were given 
rooms in the Bridge House and food for themselves at (or from) 
“ the upper table of the House,” and food for one female servant 
“ with the free household of the House at the second table.” 
The implication is that there was a still inferior diet, perhaps at 
no table at all, for more or less servile members of the household. 
If the citizen pair should leave the House, they can send and 
fetch ” two white loaves and two gallons of the better ale as used 
at the upper table.” It is surely implied that these were for 
themselves; the following sentence must include the maid’s 
allowance : ‘‘ half a quarter of wheat and half a quarter of rye 
annually, every sixteen weeks, to be taken at the grange of the 
House from the best corn growing on the lands belonging to the 
House, or of equally good purchased corn, if by chance the lands 
do not supply them — ^which God forbid.” ^ 

For a date rather earlier, “ towards the end of the thirteenth 
century,” we have a highly significant statement as to the allow- 
ances in kind made to the reeve and farm servants on an Oxford- 
shire manor belonging to the abbey of Westminster.® It is 
shown best in tabulated form : and I omit all except the grain 
items. For convenience of comparison the amounts are reduced 
to bushels, at the rate of eight to the quarter. 



Wheat. 

Rye. 

Oats. 

Beans. 

Reovo \ 

12 

12 

24 

3 

at harvest . . . . / 

2 




Sorgeant (upper servant) . 

Carter 

44 




13 

24 


9 

Ploughman 

13 

24 


9 

Ploughman 

Shepherd 

13 

13 

24 

24 


9 

9 

Cowherd . . . . . ' . 

9 

18 


6 

Dairywoman 

7 

12 


6 

Swineherd 

4 

1 ^ 


2 

Summer Shepherd .... 

4 

1 4 


2 

Second Carter 

2 

3 


2 


^ MunimerUa OildhalUB (Rolls’ Series), III, p. 440. 

* Account in Denton, England in the Fifteenth Century, p. 317; ftscribed to 
Bromfield’s History of Launton, MB. 
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I will not attempt to interpret the reeve’iS allowances : we are 
told that he was usually a monk from Westminster; and the 
large allowance made to the upper servant awaits explanation. 
But it will be [Seen that most of the other servants are given 
roughly twice as much rye as wheat : the exact quantities for 
the whole staff below the sergeant being 141 bushels of rye 
and 78 of wheat. 

Equally instructive, I cannot but think, was the practice as 
to “ boondays.*’ “ Boondays or “ precarise ” were days upon 
which the villeins or customary tenants were bound to perform 
labour services additional to their regular week work ” of two 
or three days every week of the year. The custumals show that 
on some of these days of extra work the tenants were fed by 
the lord, and wheaten bread is sometimes mentioned as if it were 
a special luxury and attraction. Thus on the manor of Crow- 
march in Oxfordshire, belonging to Battle Abbey, it is expressly 
said, in the time of Edward I, that all the “ custumars ” were to 
bo fed twice a day at the autumn boon work, and that while 
at even they were to receive with their ale and potage and meat 
simply “ bread,” at “ none ” with their ale and cheese they were 
to receive “ wheaten bread.” ^ The conjecture that bread,” 
when used alone, docs not mean pure wheaten bread, would 
seem to be confirmed by what we learn of the practice on 
the manor of Ardicy belonging to the Chapter of St. PauFs. 
There, on the better provided “ ale boondays ” as distinguished 
from the less attractive ‘'water boondays,” every two men, 
besides porridge of beans or peas, got with their meat and ale 
one large white loaf, and a small loaf of masliii, and for their 
evening meal, a small loaf of maslin togetlicr uith cheese.^ 

The date of this is uncertain, and it is possible that my last 
citation will be the earliest of all. It comes from the Register, 
or rather the Rental, of the Priory of Worcester drawn up in 
1240. On the manor of Grimley the ancient requirement 
(the “ ancient assize ”) had exacted from each villein holder of 
half a virgato three days’ work a week, and certain other mis- 
cellaneous services or payments, including for “ chirchset ” — 
apparently for tho church — “ six wiiidels (or baskets) of wheat 
or rye.” A “ new assize ” or settlement had been more recently 
made, by which, apparently, payments in kind had been sub- 

* CnHumala of Baltic Abbey (Camden Society, 1887), p. 89. 

• From Archdeacon Halo’s Notes, p. Ixviii, to tlio Domesday of St. PanVs 
(Camdon Society, 1868). Ho refers to tho unprinted Book 1 in tho archives of 
St. Paul’s, which lie uses in his Commentary on tho Domesday of St. raul’s (1222). 

No. 123.— VOL. xxxr. z 
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stitutcd for labour. The pertinent passage is headed Total 
of Wheat and Rye. Total of Oats.** At the time of writing 

each half virgate, according to the new assize, pays annually 
into the granary four quarters of wheat and one quarter of 
oats ** (and so in proportion for a holding one half and one 
quarter that size). " In this assize three cronvs *’ (or half- 
quarters) “ of rye are reckoned for three cronns of wheaJt"' ^ 

As rye was certainly less palatable to the monks of Worcester, 
the suggestion of the editor that there is a slip of the pen in the 
figures is highly plausible. But that there should be a recog- 
nised equivalence between wheat and rye, whatever the proportion 
may liave been, would seem to indicate that landlords at this 
time were trying to get wheat but often had to put up with rye.^ 
The patient reader will probably agree that I have made out 
a strong presumption for my contention. That contention is 
indeed not original. It was put forward as long ago as 1888 by 
Mr. R. E. Prothero (now Lord Ernie) in his Pioneers and Progress 
of English Farming, Speaking vaguely of the earlier centuries 
of English husbandry, ho declared “ Of grain crops rye was the 
chief. . . . Rye was then tlio breadstuff of the peasantry.** ® 
But the scheme of his book precluded references to authorities. 
Moreover these assertions, quite Sound as I believe, were accom- 
panied by other assertions which went too far ; as that “ by 
itself wheat was seldom sown ’* ; assertions of which tlie author 
has himself since repented, since they were quietly dropped when 
in 1912 much of the text of the Pioneers was reproduced in his 
larger treatise English Fanning, Past and Present. Perhaps 
for these reasons, perhaps because the Pioneers was for some 
years out of print, Rogers’ sweeping statements have remained 
in possession of the field, and are to-day continually%eing repro- 
duced in little manuals. 

Prima facie the weight of authority is on the side of Rogers. 
Hero is a scholar who has collected tens of thousands of prices 
of wheat and has found for the early ages very few prices of rye. 
His conclusion looks like the obvious one and cannot be over- 
thrown by any mere assertion, however congruous with what wc 
know of the general development in the rest of Europe. Rogers* 

' Regittter oj Worcester Priory (Caiiidon Socioty, 1S65), p. 43a. 

® Tho toxti is : “In hac assisa coinputantur iii cronfi siliginis pro iii cronn 
frumenti, undo supra do forlandis.” I will not venturo on an interpretation of 
tlio last clause. The tenants of forlunds, given imiiiodiately before, are mostly 
assessed in wheat, but some in rye. 

* P. 13. 
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factd have somehow to bo explained ; explained, that is, assuming 
that they are to be taken in hulk at their face value. For unless 
we had worked through the material he used we could not be 
quite sure of the answers to some rather pertinent questions. 
For instance, quite how much is involved in Rogers’ statement 
that he has “generally omitted all notices of inferior grain,” 
explained elsewhere as “ inferior qualities ” ? ^ Did he always 
recognise rye even when he met it ? Under the year 1303 he 
gives one entry for sigaly and does not attempt an explanation : * 
a recollection of the French seigle and reference to what the 
philological French dictionaries and Ducange tell of the derivatives 
in mediaeval Latin and old French from Pliny’s secaU might have 
put him on a track of discovery.® Can we be sure that Rogers’ 

“ wheat ” is always a translation of “ frumentum ” or “ triticum ” 
and is not sometimes a translation of the undifferentiated bladum 
or “ corn ” ? This is a mistake which even a Jacobean lawyer 
like Rastall fell into when translating the Assize of Breads 
And, finally, there is this other harassing doubt. Frumentum 
itself had clearly come to mean wheat as early as the thirteenth 
century in some places, just as froment in French. But can we 
be quite sure that all the early entries of frumentum in Rogers’ 
sources did mean wheat? A reference to Lewis and Short’s 
Latin Dictionary will show that in classical Latin it was undif- 
ferentiated “ corn ” or “ grain ” ; and that both Pliny and 
Columella use it as including other kinds of grain beside triticum, 
which is undoubtedly wheat. I had already written so much 
when I noticed that, according to Inama-Sternegg, rye is actually 
called frumentum in an Austrian document of the Middle Ages. 
And this would be natural enough in ages when, as the same 
author observes, rye was in Germany very generally spoken of 
simply as “ corn.” ® 

Yet, even if some deductions had to be made from Rogers’ 
figures, there w'ould remain a very large preponderance of wheat 
entries. And the only apparent w^ay to reconcile this fact with 
the probability that rye was the main food of the people is to 
suppose that under a system where most of the farming was 
subsistence farming, rye did not enter into trade to anything 
like the extent of its place in the national dietary. Wheat w'as 

^ History of AgiiciiUure, I, pp. 182, 187. 

* Ibid., II, pp. 173, 174. 

• Comparo also Inama-Sternegg, Deutsche Wirtschafisgesehichte (1891), p. 227. 

^ See Rostairs HUxtules, p. 1916, s.v. Weights. It is his translation which is 

given in the StcUiUea of the Realm, I, p. 199. Wo sliall rotarxi to this later. 

Op. cU., Ill (1899), p. 331. 

Z2 
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early preferred by the upper classes, and by the better-to-do 
townspeople. It was the demand of the townspeople for wheat 
and for maslin which occasioned the growth of markets, and 
drew supplies to them. The sales recorded by Rogers were sales, 
I believe, chiefly by manorial bailiffs, and consisted, of course, 
of the produce of the demesne lands. That there was a distinc- 
tion in this respect between demesne land and tenants’ land, the 
latter keeping mainly to rye, the former turning more to wheat, 
has been asserted by Lord Ernle.^ Unfortunately he adduces 
no evidence, but it fits in with the impressions wo get when we 
turn over the mediaeval custiimals: and it is noticeable that 
Walter of Henley, who had himself been a bailiff, puts “land 
sown with wheat ” in the foreground.® If we w'erc in the pre- 
Seebohm days, when the demesne land was thought of as alto- 
gether apart from ilie villein or customary land, we should have 
no difficulty in picturing the supposed state of things. There is 
a difficulty if we now think of the demesne as normally lying 
in scattered strips in the open fields and subject to the same 
rotation. But perhaps we have gone too far in that direction; 
in very many manors there may have been separate closes on 
which wheat could bo grown from very early times ; ® and it 
is likely that desire to raise wheat for the lord’s use or for market 
was a force continually operating to disentangle the demesne 
from the open field. 

These considerations enable us to deal with what Rogers 
regarded as a conclusive argument in favour of his view con- 
cerning the use of wheat. 

“ No better jjroof can be given than an account of tlic 
acreage devoted to the different kinds of grain on various 
estates. It will be plain tliat the crop with tht widest area 
was the staple produce.” ^ 

He proceeds to point out that, during the years 1333-1337, on an 
area varying from 1,206 to 1,457 acres, belonging to Merton College, 
wheat was sown on from 460 to 610 acres, oats on from 300 to 
335 acres, barley on from 263 to 396 acres, and rye on only from 
50 to 72 acres. These figures would bo conclusive for a particular 
manor if they all referred to one manor. But in fact they 
are totals drawn from as many as eleven places, in each of which 
the College possessed a small property — averaging some 132 

1 English FarmitiQf p. 8. 

■ Oj). cU.f p. 19. 

• ci. Inama Stomogp;, II, 228. 

* Six CerUuries, p. 69. Cf. History of AgrictiUure, I, p. 26. 
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acres. That the College should grow, for its own use or for 
market, a good deal of wheat on the quite small fragments of 
manors which it happened to have been given in various districts 
— ^naturally, in most if not all cases, demesne land — is no con- 
clusive indication of what the villeins around were doing.^ 

We may get nearer to the practice of the ordinary peasant if 
we look at the case of Thomas Sampson, one of the SufEolk 
leaders in the Rising of 1381. Ho had then 164 acres under crop. 
At the village of his residence ho had 18 acres under wheat, 
17 under rye, 23 under barley, 26 under peas and oats ; at one 
neighbouring village, 2 acres under wheat, 5 under rye ; and at 
still another, 16 acres under wheat and 8 under drage (resembling 
barley). Now Sampson was a man of means, for he owned 300 
sheep, 45 cows afid oxen and 18 horses; a man probably of 
enterprise, for he owmed one-eighth part of a ship in the port of 
Harwich ; and a man of influence, for ho contrived to secure a 
pardon. And yet the farming policy of a man like this put a 
much larger proportion of land under rye than we find on the 
scattered Merton properties.^ 

When ho came to write his Six Centuries in 1884, Rogers 
thought it worth while to argue his case at some length. Besides 
the point as to acreage, he adduced three other considerations. 
One was that monastic chroniclers, when noting years of dearth, 
mention only the prices of wheat. But as the monks at their 
“ upper table ” ate white bread, it was the price of wheat that 
would interest them in the first instance. That the fact as to 
price notices is as Rogers stated it will be seen by looking into 
Vlectwood ; but it is amusing that Fleetwood, like Rogers, when 
he does happen to come across rye does not recognise it.® 
Another point made by Rogers is that the mediaeval prohibitions 
of expoit relate only to wheat, barley and malt. But if the 
grain trade within England itself was for a long time limited to 
these cereals, we cannot be surprised that during the same period 
the export trade was similarly confined. 

With Rogers’ fourth argument I shall conclude the discussion. 
It is based on the well-known Assize of Bread, 

“ The Assize takes no account of any but wheat en bread 

I cannot but think, in the pibvident care which the legislature 

^ The details are tabulated in History of Agriculture, I, p. 44 seq. 

' Tile text of the Eschoator's Inquisition is printed in Powell, The Rising in 
Anglia (1890), p. 143. 

* “ Siliginia (which, what it is, I know not), por Quarter 1#.” from H. Knighton, 
*• o- 1387 ; Ch^icon Preciosum, p. 97. 
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took at SO early an epoch of the interests of the consumers, 

attention would have been given to rye or oaten or barley 

bread, if these had been in early times the food of the people.” ^ 

Now let it be granted at once that the Aftsize, in all the many 
versions that have survived, starts with “frumentum” or 
wheat, makes the weight of the Iosif vary with the changing 
price of wheat, and does not explicitly mention any other grain. 
But it is not exact to say that it tsikes no account of any but 
wheaten bread.” For the last sentence in the general opening 
paragraph runs, “ Et panis de oim blado pondcrabit ” so much. 
The English version, attributable as we have noticed to Bastall, 
runs, “ Bread of common wheat.” Bhdum (bl6) is of course 
undifferentiated corn or grain, and “wheat” here is a mistake. 
“ Common ” is a translation of toi {«’. c. communi), which is found 
in one of the texts. But the meaning of cml (i. e. omiii) is more 
correctly given in the old French version in the London Liber 
Horn — “ tons bleds.” That is, even the Assize of Bread 
makes room for “ maslin.” Moreover, there is the mystery of 
“tourt” or “tret” broad to be explored; this the Assize men- 
tions just before the sentence last quoted. It seems to have 
been a coarse bread of some kind, sold in the shape of disks. 
Whatever it was, it was not, in London, wliite bread.^ It 
may quite well have been bread made of wheaten flour very 
coarsely milled. But it is just worth mentioning thcat at the 
famous French monastery of Cluny, tourt was rye bread.^ 
Moreover, there is no insuperable difficulty in supposing that 
“ the price of wheat ruled the rate at which rye bread or any 
other bread was to be sold.” This was Dr. Cunningham's view ; * 
and it is borne out by the fact that in 1437 at Beverley a baker 
“ was convicted of having two loaves of bluck bi^ad deficient 
in weight 45. Gd. each, the quarter of wheat being 65.” ® 

But suppose we grant that the bakers in the towns were 
concerned almost entirely with the making of white wheaten 
bread. That this was so, leaps to the eye when one turns over 
the city records. As late as 1680, Burleigh thought it necessary 
to send down instructions into the provinces that the authorities 

^ Six Centuries, p. 01. 

* “ No maker of tourte shall mako white bread or the reverse,” Liber Albus, 
translated by Biloy, p. 319. ” In London ” must bo added, for in Beverley we 
come across torta alba, 

* Panis Sigali qui Turta vulgariter appellatur : Conauet, Cluniac, ; Ducango, 
«. V. Turta. 

* Growth of English Industry and Commerce (ed. 4), I, p. 569. 

* Leach, Introduction, p. liii, to Beverley Town Documents (Seldon Society, 1 900). 
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should “ take order with the common bakers for the baking of 
rye, barley, peas and beans for the use of the poor.” ^ But 
what then ? Surely the explanation is that the bakers worked 
for the relatively well-to-do townsmen who preferred and could 
afford white bread. There is not the least reason why we should 
not suppose that the poorer townspeople, like the country people, 
generally baked their own bread and were normally quite 
unaffected by the Assize of Bread. 

“ How wasteful, and indeed how shameful for a labourer's 
wife to go to the baker’s shop ; and how negligent, how crimin- 
ally careless of the welfare of his family must the labourer be 
who permits so scandalous a use of the proceeds of his 
labour ! ” « 


With Cobbett saying tliis as late as 1821, and with what we 
know of the slow abandonment even to-day in the north of 
England of the practice of baking bread at home — a practice 
still universal in New England — ^must we not feel that the import- 
ance of bakers in the life of the great mass of the English people 
in earlier centuries has been grossly exaggerated and misconceived ? 

The foregoing rather hasty collection of a few of the more 
accessible pieces of evidence is intended only to point the way 
to the far more thorough investigation which the problem 
obviously calls for. But some general observations are perhaps, 
even at this stage, not out of place. The first is the necessity 
in all such investigations of holding a due balance between the 
specifically English development and the general West- European 
movement. Of course, wo must not neglect local or national 
peculiarities; but our temptation, I think, is in the other 
direction : to be overhasty in congratulating ourselves that wo 
English were not like those foreigners— that w^e were peculiarly 
free, with a Parliament all our own, and bread of special quality. 
It may be said : “ Ascertain first the lines of national evolution : 
it will then be time enough to compare them with what can be 
discerned outside.” It may be replied that the lines of general 
West-European development are sometimes more clearly marked 
than those of our insular or South-British social history; and 
that the differences, such as there may be, in the insular propor- 
tions of the elements or in the tempo of the movement, are best 
realised when they are shown up, as it were, against the broad 
outlines of a bigger background. 

After the sequence of the external facts has been determined, 

* Text in Leonard, Poor Relief, p. 323. * Cottage Eeommy, § S2. 
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it still remains to explain them ; and for that it may often be 
requisite to draw upon a wide range of sciences quite outside 
history or economics, as those words are commonly understood, 
as well as on some sciences still in their infancy. Take this 
case of cereal food. White or wheaten bread evidently came 
quite early to be regarded as a mark of superior social position. 
As soon as that was the case, its use would spread as the result 
of social ambition and imitation. Very soon the belief ill its 
superior physical qualities would be strongly reinforced by habit. 
Thus it is significant that in reporting the favourable results of 
certain experiments during the War as to the digestibility of 
bread containing 10 per cent, barley and 10 per cent, maize or 
rice, the Royal Society Committee thought well to add that “ the 
subjects thought they were eating pure wheaten bread.” ^ 
And still we can hardly suppose that the merits of wheaten bread 
are merely subjective. It seems to possess, bulk for bulk, more 
nutritive value.^ And it is said to be easier to digest. This 
may conceivably be a disadvantage ; in England, maslin, accord- 
ing to a writer of 1617, was jircf erred by some labourers because 
it “ abode longer in the stomach.” ® But as life became less 
strenuous, less carried on in the open air, more urban, easier 
digestibility would be a merit. The whole subject of industrial 
dietetics is almost an untillcd field for physiologists.^ When 
wo pass from the demand side to the supply side, wo have to 
turn to agricultural science to tell us how far the cultivation of 
wheat is a matter of soil and climate, how much the defects 
of cither may be overcome by methods of cultivation and 
manuring, how far manures and lime were locally obtainable. 
And then, to guess when and where the growing demand 
would break down traditional habits and causm rye to be 
replaced by wheat, we need to know how far cultivators weie 
free to take a new line of their own, and how far they could afford 
it. Thus it is no less than the whole structure of society that 
is involved in a problem which at first sight seems one of idle 
archaeological curiosity. 

William Ashley 

^ Report of the Food (War) Oommittoo of the Royal Society on the Digesti- 
bility of Breads, p. 34. 

* I have not got at hand the moat recent protein and calory figures. Thaor 
estimated the relative food value of wlioat and rye as 71 to (cited by Rham) ; 
Schmoller, Qrundriaa, p. 689, gives it as 100 : 75. 

* Prothero, English Farming, p. 9. 

* A boginning has been mado by Grotjahn, tJber Wandlungen in der Volkaer- 
niihrung (1002). 



THE BASIC WAGE PRINCIPLE IN AUSTRALIAN 
WAGES REGULATION 

Fob nearly thirty years the Australasian experiments in 
wages regulation have attracted the attention of students of 
economic problems the world over. Possibly, therefore, an account 
of important recent developments may be of interest to readers 
of the Journal. 

The whole wages policy of Australian governments rests 
upon two aims : (1) the preservation of industrial peace ; (2) the 
elimination of sweating and the payment to even the least skilled 
male adult worker of a wage which will enable him to keep himself 
and those dependent upon him in some degree of frugal comfort. 
Of the extent to which the first aim has been realised little can 
be said here, except that the years 1910-1920 were as full of strife 
in Australia as the period since the Armistice has been in Great 
Britain.^ Our wages laws have had about the same effect in 
preventing strikes as the voluntary conciliation machinery has 
had in British industry. New South Wales in 1918 recognised 
the futility of declaring all strikes illegal, and the Industrial 
Arbitration Amendment Act of that year admits that a strike 
may be legal provided (1) the members of the union are not work- 
ng under an award or industrial agreement, or, if they are, 
decide by secret ballot that the award is no longer binding on 
them, and (2) fourteen days’ notice is given to the Minister for 
Labour of intention to commence a strike. The first provision 
is a declaration that employees shall not strike and at the same 
time have the benefit of the Arbitration Court’s services; the 
second aims at preventing impulsive strikes and at giving time 
for conciliatory machinery to be set in motion. 

The more interesting recent development has been the attempt 
to determine for what standard of living the “ basic wage ” 
should provide. Away back in 1891 the late Sir Samuel GrifiSth, 
then Premier of Queensland, talked of a “ natural and proper 

^Between 1916 and 1919 (inclusive) there were 1,710 strikes; 12,500,000 
working days were lost. The Broken Hill miners created a world’s record by 
remaining on strike from May 1919 to November 1920. 
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measure of wages/’ which ‘‘ could never be taken as a less sum 
than such as is sufficient to maintain the labourer and his family 
in a fair state of health and reasonable comfort.” This '' natural 
minimum wage ” would have to be determined by the law of 
averages, and since the average family consisted of a man, wife, 
and three children, the minimum must be sufficient to keep these 
five people. But the first wages board law (Victoria) was satisfied 
with a much less ambitious principle. It decreed that boards 
should fix for a whole occupation the rates already being paid 
by ” reputable employers.” This policy was copied by Tasmania, 
but eventually was abandoned by both states in favour of ‘‘ fair 
and reasonable ” wages. South Australia in 1910 decided that 
while boards were to endeavour to fix “ fair and reasonable ” 
rates of payment, they must take into consideration the wages 
fixed in Victoria, so as not to handicap local industries by 
subjecting them to the competition of lower-paid labour in the 
neighbouring state. 

When arbitration courts were established after 1900 the 
presiding judges were given little or no statutory guidance to 
help or limit them in making wages awards. Until 1912 no 
arbitration act contained any reference to, or definition of, the 
basic wage, and the judges in New South Wales and the Common- 
wealth Court were left to fix their own standards. Mr. Justice 
Heydon did this in New South Wales in 1901, when he declared 
that his business was to ensure that ” every worker, however 
humble, shall receive enough to enable him to lead a human 
life, to marry, and bring up a family and maintain them and 
himself with at any rate some small degree of comfort.” Six 
years later, in the Harvester Case, Mr. Justice Higgins stated 
that in defining the “ fair and reasonable ” conditions oi remunera- 
tion which must be paid by harvester-makers who wished to 
escape the excise charges on their products, he “ could not think 
of any other standard appropriate than the normal needs of the 
average employee regarded as a human being living in a civilised 
community ’ This bed-rock basic or living wage must be obtained 
by all male adult workers ; above it there would be the ” secondary 
wage,” containing additions to the basic rate on account of 
skill or other considerations. This Higgins declaration became 
classic, and was generally accepted. In 1912 the South Australian 
Industrial Court was forbidden by statute to ” order or prescribe 
wages which do not secure to the employee affected a living wage. 

* Living wage ’ means a sum sufficient for the normal and reason- 
able needs of the average employee living in the locality where 
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the work under consideration is done or to be done.” Thus, 
on the bench and in parliament the rule has been adopted that 
every man employed shall receive a wage “ based, not on the value 
of his work, but on his requirements as a man in a civilised 
community which has resolved that, so far as laws can do it, com- 
petition shall be no longer allowed to crush him into sweated 
conditions ” (Mr. Justice Heydon). 

The translation of this excellent but somewhat vague aspira- 
tion into weekly wage figures raises, however, a number of 
practical difficulties. What size of family is to be taken as typical ? 
What arc normal or reasonable needs ? Are all items except 
food, clothing, and rent to be excluded ? What size of house 
ought the basic wage receiver to be able to afford 1 How much 
food, how much clothing, does his family need ? How can the 
basic wage be adjusted to cope with a rise or fall of prices ? And 
so on. Strange to say, the basic wage principle has been in opera- 
tion for nearly twenty years, and yet no really adequate attempt 
was made to answer these questions until 1920. Instead, the 
courts either made small local and not exhaustive investigations 
into the cost of living,^ according to a list of items regarded by 
the judge as necessary for a normal and reasonable standard; 
or they adopted the “ fair and reasonable ” standard of 76'. a day 
fixed by Mr. Justice Higgins in 1907, and increased it in rough 
proportion to the increased cost of living since 1907, as ascertained 
by the Commonwealth Statistician from 1912 onwards. 

Now the Higgins decision of 1907 has been described by its 
author as an “ empirical finding ” and a “ rough estimate.” It 
was open to several criticisms : (1) The family of five persons was 
tcaken as typical, a decision which is generally approved to-day, 
but which at the time was not based on any statistical inquiry.* 
(2) Information concerning the cost of living was obtained from 
only a few households. Nino housekeeping w'omen submitted 
budgets which showed that their average weekly expenditure 
on rent (7s. a week), groceries, bread, meat, milk, fuel, vegetables, 
and fruit, was £l 12.s. 5rf. The area of investigation was not wide 
enough ; the rent figure was apparently determined on the evidence 

^ Justieo Heydon, in the N.S.W. Industrial Court in 1914, fixed 

£2 as the basic wage, in the light of a general inquiry into the cost of living, 
but the investigation was not nearly so thorough os that conducted by the Basic 
Wage Commission in 1920. 

• In N.S.W., Mr. Justice Heydon in 1914 took the typical family as con- 
sisting of a man, wife, and two children, and this ruling has been observed in 
that state ever since. Hence a Sydney worker gets wages for two children if 
he comes under a State award, but for throe children if he is uiuler a Federal 
award. 
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of nine women and one land agent, and referred to rents of cottages 
in an industrial village, not in a capital city. (3) No attempt was 
made to ascertain whether the house obtained for 7s, afforded 
reasonable comfort, or whether the £1 58. 5d. spent on food and 
fuel procured an adequate quantity or quality. (4) The outlay 
of £1 125. 5d. covered only two of the recognised sections of 
the cost of living — ^rcnt and food. It left untouched the other 
two sections — clothing and miscellaneous requirements. Judge 
Higgins declared that a wage of 65. a day, i. e. 365. a week, would 
leave only 35. 7d. to cover clothing, light, furniture, rates, insur- 
ance, fares, union and friendly society dues, sickness, etc., and 
that the area was rather large ” for 35. Id. a week to cover. 
But he made no attempt to ascertain what sum would be necessary 
to meet the cost of a fair and reasonable supply of clothing and 
miscellaneous items. (5) Having decided that 65. a day was too 
low, the judge then looked at the rates prev«ailing elsewhere, 
and found that thirteen Victorian municipal councils “ which 
do not aim at profit, but which are responsible to electors or others 
for economy,” paid a minimum of 7s. Other bodies paid as low 
as 65. 66?., but an agreement between employers and employees 
in the South Australian harvester industry had fixed 75. 6d. as 
the minimum wage. The »fudgc hesitated between 75. and 75. 6d. 
and finally decided that he did not think he ” could refuse to 
declare an employer’s remuneration to bo fair and reasonable ” 
if he paid 75. a day or 425. a week. This would leave 95. 7d. a 
week to meet the cost of clothing and miscellaneous expenses; 
but here again no effort was made to discover whether this sum 
was enough. 

Other criticisms might be brought against this pioneer decision, 
but the above will suffice to indicate that the Harvester finding 
was not so well grounded on thorough investigation as was neces- 
sary in view of its subsequent importance. These criticisms 
must not blind us to the fact that Mr. Justice Higgins was stepping 
unaided into unknown country; he had no body of principles 
or data to guide him ; there was no investigating bureau which 
he could ask to assist him in his inquiries; and therefore the 
task he accomplished will always stand out as a fine first landmark 
in the history of wages regulation. In 1908 the doctrine of the 
living wage and the minimum of 75. were incorporated in the body 
of arbitration law, and the rate fixed was subsequently adjusted 
from time to time by the Federal Court. In making these 
adjustments, another possible error crept in. Since 1912 the 
Commonwealth Statistician has published an index number, 
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with 1911 as base, showing the weighted composite increase 
in the cost of rent, food and groceries. This index number has 
been adopted to indicate the proportion by which the basic wage 
should be increased. But it deals with only two of the four 
sections of working class expenditure, rent and food, which 
constituted in 1913 about 60 per cent, of the expenditure of a 
household. It tells nothing of movements in the cost of clothing 
and miscellaneous items. Hence to determine a wage which 
has to meet all four branches of expenditure by an index number 
which records price movements of only two of them is a practice 
which is accurate only if we make the unsafe assumption that the 
cost of clothing and miscellaneous items has moved in the same 
proportion as that of rent and food. 

By 1917 voices were being raised in criticism of the 1907 
figure, the methods by which it was reached, the basis on which 
it was founded, and the policy of taking the rent and food figure 
only as a guide in its revision.^ Both the President and Vice- 
President of the Commonwealth Arbitration Court suggested 
in 1917 and 1918 that the Federal government should appoint 
a commission to inquire into the whole matter, fix a fair and reason- 
able standard of living, and state the wage required to meet the 
cost of that standard. This suggestion was eventually adopted, 
and Mr. Hughes announced in liis policy speech prior to the 
December 1919 elections, that a Royal Commission was to be 
appointed. The appointment was made in early December, 
to inquire into and report on “ (1) The actual cost of living at 
the present time, according to reasonable standards of comfort, 
including all matters comprised in the ordinary expenditure of a 
household, for a man with a wife and tlu’cc children under fourteen 
years of age, and the several items and amounts which make up 
that cost. (2) The actual corresponding cost of living during 
each of the last five years. (3) How the basic wage may be 
automatically adjusted to the rise and fall from time to time of the 
purchasing power of the sovereign.” Mr. Hughes promised that 
the government would ” at the earliest date possible create 
eficctivc machinery to give effect to these principles,” and thus 
satisfactorily, “ because permanently,” settle “ the fundamental 
question of the basic wnge.” 

^ Tlie N.S.W. Board of Trade in 1918 refused to recognise the force of 
criticisms similar to those outlined above, and readjusted the basic wage for 
that state in the light of Mr. Knibbs' Rgures, showing the increased cost of rent 
and food (AI.N.TK. Industrial Gazette^ October 1918, pp. 391-5). A year later, 
however, it admitted the need for separate treatment of fuel and light, clothing 
and boots {ibid,, October 1919, pp. 449-53). 
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Tlie Commission contained three representatives of employers 
and three of employees ; as is usual, no economist was chosen. 
Mr. A. B. Piddington, K.C., Chief Commissioner of the Interstate 
Commission, was appointed chairman, and Mr. J. T. Sutcliffe, who 
for many years had been in charge of the Labour and Industrial 
Branch of the Commonwealth Statistician’s office, was chosen to 
act as secretary and statistician. The wanderings of the Com- 
mission from State to State, the examination of 800 witnesses, 
the accumulation of hats, coats, suits, and other exhibits, the 
partial boycott of the inquiry by the employers, all combined 
to make the Commission’s work as interesting, and at times as 
entertaining, as some of the public sessions of the British Coal 
Commission of 1919. Counsel was provided for both sides by 
the government, and both employed investigators to assist in 
gathering information and coaching witnesses. In the hope 
of keeping the Commission’s findings as low as possible, the 
employers’ organisations endeavoured, in vain, to persuade Mr. 
Hughes to instruct the Commission to find the requirements 
of only the “ humblest worker,” and to record separately the 
cost of living for each member of the family. The unions, on 
the other hand, bid hard to get the cost of living figure as high 
as possible. Their counsel submitted an elaborate regimen, 
the cost of meeting which amounted to over £11 a week. Some 
witnesses made equally extravagant assertions concerning the 
number of new suits, etc., required each year; but they only 
succeeded in convincing the Commission that their evidence 
was “ at the best misdirected propaganda, and at the worst 
futile imposition.” 

Between the two extreme view-points the Commission steered 
a skilful independent course, and yet its findings, pubjished after 
eleven months of strenuous investigation and discussion, came 
as a bombshell into the wages arena. The basis of the study 
was virtually that of Mr. Justice Higgins; the “reasonable 
standard of comfort ” of the Letters Patent was regarded as 
meaning the same thing as the 1907 phrase “ normal needs of a 
human being in a civilised community.” But when these needs 
were set out in detail, the cost of meeting them was found to be 
far above the basic wage fixed by any Australian wages tribunal 
in 1920. The four sections of household expenditure were defined 
as follows ; — 

(1) Bent, — k five-roomed house, in good condition, on a fair- 
sized allotment, in a respectable neighbourhood, and fitted with 
such obvious — but not always provided — conveniences as bath, 



1921] BASIC PB1N(3IPLE IN AUSTRALIAN WAGES REGULATION 316 


copper, and wash>tubs. For such a house the usual rent in 1920 
varied in the capitals between 19s. and £1 2s. 

(2) Clothing . — For a man, his wife, and three children, aged 
10 J, 7, and years, allowing even for such items as boot repairs, 
and making deductions for goods bought at “ sales ” and for 
garments cut down by the mother for smaller members of the 
family, the clothing cost was estimated at between £1 6s. and- 
£1 9s. 2d. a week. 

(3) Food . — On this section, much discussion about Calories 
took place. The unions made a strong attempt to persuade 
the Commission to ignore the standards accepted as satisfactory 
by most European and American dietetic authorities, and to accept 
a higher standard for Australia. The Commission resisted this 
persuasion, adopted the generally accepted standard of 3600 
Calories as necessary for the average male adult, and regarded 
the family of five as equal to 3*3 men. The cost of obtaining 
this food was found to be between £2 3**. \ \d. and £2 Ss. lljd. 
a week. 

(4) Miscellaneous Items . — ^Here again the unions bid high, 
and endeavoured to secure the inclusion of such items as life 
insurance, old age annuities, domestic assistance, alcoholic and 
“ soft ” beverages, church and charity, tuition in music and art, 
etc. These were disallowed, but £4 a year for a holiday was 
admitted, as were also lodge and union dues, medicine, dentist, 
newspaper, recreation, smoking, barber, school requisites, etc., 
costing in all, along with fuel, light, and renewals of domestic 
equipment, between 19.y. lOrf. and £1 2s. 2ld. a week. 

Adding up the amounts allowed for each section, the conclusion 
was reached that the cost of living in November 1920, according 
to reasonable standards of comfort, ranged from £5 66*. 2d. in 
Brisbane to £6 17,s\ in Sydney. The cost of living on the same 
basis in 1914 would have been from £3 4^^. lid. to £3 13s. lid. 
Asked how to adjust the basic wage to variations in the cost of 
living, the Commission recommended that a Bureau of Labour 
Statistics be established, whose d\ity it would be to record quar- 
terly all alterations in the prices of the items included in the four 
sections adopted, and to declare the actual cost of living four 
times a year upon an average of prices during the four preceding 
quarters of the year. This declaration would be reported to the 
Commonwealth Arbitration Court with a view to its being made 
the basic wage in such manner as parliament might prescribe. The 
Commission thus urged that the basic wage should be readjusted 
four times a year instead of annually, or even less frequently. 
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as has been the custom in the past.^ It pointed out that annual 
adjustments had the inequitable result, in a time of rising prices, 
of paying the worker during each year a wage based on the lower 
prices of the preceding year, while in a period of falling prices 
the employer was the victim. Quarterly settlements seemed, 
therefore, to be most equitable to both parties, and if they were 
made on the basis of prices during four preceding quarters the 
effect of any abnormal or seasonal fluctuation would be minimised. 

1 have described these recommendations as a bombshell. 
The requirements for a reasonable standard of comfort were 
higher than had been adopted by any wage-fixing body, federal 
or state. The figure of £5 16^. towered high above any prevailing 
basic wage, for the New South Wales Board of Trade fixed £4 6^?. 
in 1920 for a family of four, the South Australian Court decided 
on £3 165. in the same year, and in the other states the recognised 
minimum was about the same. Hence, alongside the “ charter 
of comfort” suggested by the Commission the wages fixed 
throughout the continent seemed to be a sentence of starvation, 
a sentence which the wage-earners had been serving patiently 
and quietly for at least a decade. Not many skilled workers had 
been getting what was now declared to be necessary as a minimum 
for all workers with four dependants. Measured by the Commis- 
sion’s standard the Harvester figure of 1907 had been almost 
25. a day too low in 1907, and by 1920 the Commonwealth Court 
award based on the Harvester decision was 6s. 5d. a day too low. 
The basic wage throughout the continent had scarcely been enougli 
to meet the reasonable needs of a married couple with one child ; 
for families of more than three persons — and these contained over 
half the members of wage-earners’ families — it had meant priva- 
tion, privation which was only mitigated where ^the worker 
received an addition to the basic wage because of his skill. 

Little wonder, therefore, if the whole trade union movement' 
received the Commission's report with great glee. Little wonder, 
also, if the employers and the Federal government stood aghast. 
For all parties made the same mistake ; they assumed that the 
Commission had recommended a basic wage of £5 IC 5 . for all male 

^ In 1914 Mr. 0. S. Bceby was advocating tho establishment of a Board of 
Trade to prescribe a national minimum wage from time to time (Economio 
Journal, September 1915, p. 328). In 1018 this Board was instituted; it con- 
sisted of a president, deputy-president, and four commissioners, and its work 
was, inter eUia, to fix annually tho living wage, after public inquiry as to the 
inoroase or decrease in the cost of living. South Australia in 1920 established 
a similar body, called tho Board of Industry. Tlius a regular annual revision 
is now provided for in two states. 
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adult employees, whereas what the Commission had done was 
only to assert that it cost that amount for a family of five to enjoy 
a decent standard of life. The Prime Minister immediately 
asked Mr. Knibbs, the Commonwealth Statistician, whether 
the annual income of the country would bear a basic wage of 
£5 16if. for all male adult employees, and received the reply that 
the total annual wealth produced, including that portion which 
went to profits, would not, if equally divided among the wage- 
earners, yield the amount required. 

At the same time Mr. Hughes addressed six questions to the 
chairman of the Commission, and in reply Mr. Piddington pror 
duced a memorandum which threatens to exceed in importance 
the report of the Commission itself. This document faced two 
main questions : (1) What would be the effect on industry of a 
£5 105. basic wage for all men ? (2) How could the finding of the 

(Commission be made effective, presumably without ruining 
industry? Mr. Piddington's answer to the first question is 
somewhat hesitating. Assuming that there are about 1,000,000 
men in employment, and assuming that they arc now getting a 
basic wage of £4, the cost of raising them all to £5 10^?. would involve 
an annual addition of £93,000,000 to the wages bill. The total 
value of production in the Commonwealth in 1918 was estimated 
to be £298,000,000, so the addition required would be about 
30 per cent, of the total value of production. If this could bo 
passed on to the consumer, the increased prices would quite out- 
strip the purcliasing power of the basic wage ; secondary indus- 
tries would have to increase their prices so much that they would 
bo liable to bo ruined by importations unless the tariff was sub- 
stantially raised. The increased labour cost of primary products 
for export — ^wheat, w'ool, meat, and minerals — could only be 
passed on to the consumer if world market prices allowed it, and 
events since November 1920 have shown that world prices 
will not at present permit an addition to labour cost in the ratio 
of £4 to £5 105. Did this mean, then, that Australia must abandon 
her generally accepted doctrine that an industry which could 
not pay a living wage to its employees had better close its doors ? 
That doctrine had been enunciated many times from the bench 
in Australia, but it becomes difficult to uphold it if it involves the 
bankruptcy of many, if not all, of the big staple industries. 
Is there, then, no way out of the difficulty ? 

Mr. Piddington finds the solution to the riddle in the endow'- 
incnt of children by the state. His plan rests on two considera- 
tions. (1) The basic wage principle ought to inijily the receipt 
No. 123.— VOL. XXXI. A A 
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by each worker of an income proportionate to the size of his family. 
(2) This income must not all be drawn in wages, for, if it were, 
employers would give preference to single men or those with small 
families. The basic payment made by the employer must be 
the same for all his workers; the additions to that payment 
must be made by the state. The plan suggested is as follows : 

The Commission found that the cost of living for a single man 
— ^who was presumably saving in order to be able to marry — 
and for a man and wife was £4 a week. The cost of maintaining 
a child was 12^. Therefore let employers pay all male adults 
a basic wage of £4, and also pay to the state a tax of 10^*. dd, 
weekly for each man employed. This tax would then be spent by 
the state in paying to wives of wage-earners 125. per child weekly. 
In this way the man with one child would get £4 from his employer 
and 125. from the state, a total income of £4 125. ; the man with 
three children would get his £4 plus 365., i. e. the Commission s 
finding of £5 I 65 . ; and so on. The employer’s liability for IO 5 . 9d. 
per man is based on the calculation that in 1920 the 1,000,000 men 
receiving wages had in all only 900,000 children dependent on 
them. Hence if the basic wage for a family of five were given 
to all men, payment would be made for the maintenance of 
3,000,000 children, of whom 2, 100,000 did not exist. The Pidding- 
ton plan would relieve the employers from the burden of keeping 
this phantom army. It would also involve an addition of only 
£28,000,000 to the wages bill, instead of the £93,000,000 mentioned 
above. The latter figure might mean ruin to many industries; 
the smaller sum might not have such disastrous results. Further, 
its payment would enable parents to allow their children to remain 
longer at school ; it would remove the pressure of poverty from 
the declining birth-rate, by making income proportionate to the 
number of children; it would give a better chance of life to 
children at birth and make possible the reduction of the infantile 
mortality rate; it would offer to the European emigrant an 
additional inducement to choose Australia as his new home.^ 

The idea of child endowment has already been adopted in an 
inadequate manner by the Federal government. When the 
report was presented to parliament Mr. Hughes announced that 
the government refused absolutely to make the basic wage for the 

^ See A. B. Piddingtoii, I'he Next Step : A Family Basic Income (Macmillan* 
Melbourne, 1921). Mr. Piddington’s plan follows largely that onuncioted in 
New South Wales in 1918-19. See E. P. Rathbone, “ The New South Wales 
Scheme for the Grading of Wages according to Family Needs,” in Economic 
J ouRNAi^ December 1920, pp. 500 
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continent £516^., and reserved its decision concerning the Pidding- 
ton memorandum. Three weeks later it was announced that for 
employees of the Federal government a basic wage of £4 was 
approved, and that an endowment of 5s. per child per week would 
also bo paid. Since then the New South Wales government has 
promised to bring in a bill for endowing mothers to the extent 
of 6s. a week for all children beyond two — the New South Wales 
Court fixes the basic wage for man, wife, and two children. 
Meanwhile the unions are considering what line of action to 
adopt, and basic wage discussions in the courts and elsewhere 
are being compelled to face the facts and findings of the Commis- 
sion. Consideration of the wage which production is capable of 
bearing brings forward two widely opposed arguments. On the 
one hand employers declare that the productive capacity of the 
continent will not permit of the payment even of the Piddington 
memorandum figures, and point to the slump in the price of w^ool, 
wheat, metals, etc., the prevailing imemployment, and the 
heavy burden of national debt. The unions, on the other hand, 
challenge tlie monetary valuation of production. They ask 
whether the recorded value of £298,000,000 in 1918 represents 
the value of the products at the point of production, in the whole- 
sale market, over the shop counter, or f.o.b. They point out 
that if the figure means value at the factory door or tlie station 
siding, it must be augmented considerctbly to include values added 
by transit, wholesale, retail, and credit services, which might 
bring it up to possibly £400,000,000 or £450,000,000. Hence 
the next step seems to be the appointment of another Royal 
Commission to investigate the total wealth production of the 
continent. 

H. Heaton 

University of Adelaide, 


Aa2 



THE INTERNAL PURCHASING POWER OF THE 
GERMAN MARK 

Even in couiitricfci which have a healthy cuiTciicy and a sound 
financial position, so that the foreign exchanges can be kept 
reasonably stable, the internal and external values of money 
are not the same. This is still more true of countries where, 
as a consequence of inflation, the production of goods and the 
creation of money are no longer related to one another. In 
such cases the internal value of money fluctuates as well as the 
exchanges, and as a rule both fluctuations arc in the same direction, 
because of the influence which the internal value of money and 
the foreign exchanges exert upon one another; but the factors 
which contribute to this result are too numerous and often too 
various to admit of exactly proportionate variations in the 
exchanges and the internal value of money. 

Under existing conditions no one would any longer seriously 
maintain that the question of gold reserves is to-day a dominant 
consideration in regard cither to the exchange value or to the 
internal value of the German mark — or indeed of most other 
European currencies. If gold reserves were the determining 
factor, the mark would be worth IJ gold pfennigs, and, as 
measured by reference to the old system of a per cent, 
reserve, the mark would still only be worth four gold pfennigs. 
But the i^rcscnt value of the mark in terms of gold dollars has 
very little to do with the question of the cover held against note 
issues. It is really determined by the impossibility of establishing 
an equilibrium in German finance and the consequent probability 
of further depreciation of the currency. 

A common basis for the internal value of money and its value 
in foreign exchange must be sought on the one hand in the 
relation between the production of goods and the volume of the 
circulation, and on the other in the balance of trade or indebtedness. 
And Just as changes in the value of money in regard to its external 
and internal purchasing power should not bo ascribed to the 
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same influences, so too the influence of tliese factors on the 
prices of diflercnt commodities, if wc consider only tlie general 
level of internal prices, is not uniform in its effects. In other 
words, a change in the value of money operates in varying degrees 
on various commodities. We must also realise this further 
point, that money has no homogeneous internal value, and that 
the value of money is, for example, different in regard to the cost 
of living from what it is in regard to capital investments. And 
leaving aside the question of capital and considering only the 
cost of living, we find that the purchasing power of money 
is also different for the different classes of society, because the 
consumption of different social strata is differently constituted. 
It is true that in countries that have indulged in monetary 
inflation there has been to some extent a levelling of the standard 
of life in the middle and working classes, partly on account of 
the rationing of important necessaries of life by the State (food, 
rent, and occasionally even clothing), but still more on account 
of the levelling of incomes. It is also true that the remuneration 
of skilled and unskilled labour has shown a strong tendency to 
bo assimilated, and this tendency is in part to be ascribed to 
technical progress which has resulted in greater vagueness in the 
dividing line between the two categories. Indeed it has often 
happened that the middle and working classes have exchanged 
positions, and that, while the working class family containing 
several wage earners has moved upwards into the middle class, 
a great part of those who were formerly members of the middle 
class and whose economic advantage was in part dependent 
on a moderate income from investments, has been reduced to 
the condition of the proletariat, owing to the rrauction in the 
purchasing power of income in the form of interest and still more 
because the income of this class of people has shown relatively 
the least adaptation to the change in the value of mone5\ This 
type includes more especially the class of officials of the middle 
and higher grades and of brain workers — a fact which is of some 
importance from the point of view of cultural development. 
Their income, which used to be far above that of the manual 
labourer, is now scarcely above it at all, and among brain workers 
it is frequently even below. 

This levelling of incomes makes it necessary, so far as Germany 
is concerned, to make some considerable allow^ances before 
applying to the vast majority of the population such index 
numbers of the cost of living as are calculated on the basis of the 
standard of life in a working class family. 
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Let US now consider the different price index numbers which 
have been made for Germany. 

(1) The index of Richard Calwer : — 


January 1914 

Marks. 

25-57 

1915 

29-66 

1915 

41-26 

1917 

53-67 

1918 

56-50 

1919 

63-76 

1920 

139-66 


January 1921 

Marks. 

381-70 

February ,. 

359-56 

March 

.356-19 

April 

351-27 

May 

.353-14 

Juno 

,351-55 


This represents the weekly food requirements of a family 
of four, on the assumption that sucli a family requires three 
times the pre-war ration of an able-bodied seaman in the navy. 
The average of prices in about two hundred different localities 
in Germany has been taken. If we call the ration Q, the general 
level of prices before the war P, and the average of post-war 

On 

prices p, the formula which gives Calwer s index is 100 This 

is the only index which contains no substitute for any of the 
food-stuffs contained in the pre-war family budget. It con- 
sequently shows the greatest percentage increase. Unfortunately 
it is confined to food-stuffs only, and is therefore to some extent 
an incomplete index. 

(2) The index of the cost of litnng compiled, hij the Federal 
Staiistical Office : — 


1913-1914 avoraKf -= 100 


February 1920 

623 

November 1920 

872 

March „ 

741 

December „ 

January 1921 

916 

^ril ,, 

May 

836 

924 

876 

February 

901 

Juno ,, 

842 

March 

901 

July 

842 

April 

894 

August 

795 

May 

880 

September ., 

October „ 

777 

827 

Juno 

896 


The statistical office figure comprises food, rent, heating and 
light, but the principal omission is clothing. It is based upon a 
scientifically established budget which represents the estimated 
post-war standard of living, so that potatoes, bread, and vegetables 
play by far the most important part in it. 

Proportionate Distribution of the Constituents of the Statistical 
Office Index, including the most important neQessities of life 
required monthly by a family of five, consisting of two adults 
and three children aged twelve, seven, and one and a half, as 
used for the calculation of the index in different communes 
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NeceBsaries. 

Quantities. 

Necessaries. 

Quantities. 

Rye Bread 

47,000 gr. 

Eggs 

10 gr. 

Food -stuffs (Flour, oats, 
vermicelli, dried 

Unskimmed milk 

Fuel : — 

28 litres. 

vegetables, rice 


Hard coal 

3 cwt. 

and 80 on) 

16,000 

or Lignite 

6 .. 

Potatoes 

70,000 

„ Lignite briquettes 

4 ., 

Vegetables 

30,000 

„ Peat 

6 „ 

Meat 

1,600 

„ Firewood 

0 .. 

Shell-fish 

3,000 

„ Gas for cooking 

40 cb.m 

Bacon 

1,500 

Light : — 


Fat 

4,000 

Gas 

16 

Salted Herrings 

1,500 

„ electricity 

6 „ 

Margarine (Brotniif- 

4,000 

,, candles ... 

1,000 gr. 

strich) 

„ Carbide 

4,000 „ 

Cooking or preserving 


..Oil 

7 litres 

apples 

8,000 

House of two room.s 


Sugar 

3,600 

and kitchen 

monthly rent. 


The formula for the Statistical Office index reads as follows : — 


100 ^ where q represents a post-war ration. 

Calwers index and the Statistical Office index are, roughly 
speaking, the two extremes, so far as the food ration is concerned. 
The tendency of the Statistical Office index is exaggerated still 
further for the month of June 1921 by the fact that the price for 
new potatoes is not recognised at all. 


(3) The index figure compiled hy M, Elsas to represent the cost 
of living for a family of four in Frankfurt a. Main, Berlin, and 
the most impoHant industrial cities of Germany : — 


January Ist, 1914... 


26- 

April 1st, 1919... 


100 

September l.st, „ ... 


116 

November 1st, ., ... 


12.) 

January Ist, 1920... 


170 

March Ist, ,. ... 


198 

Hay Ist, 


289 


July 1st 1920... 

277 

September 1st, ,, ... 

281 

November 1st, 

316 

Janiiarj' 1st, 1921... 

311 

March 1st, „ ... 

297 

May 1st, „ ... 

280 

July 1st, II ... 

293 


This index comprises food, clothing, rent, heat, light, and 
various miscellanea, and is therefore similar in its composition to 
the index number of the Labour Gazette, So far as food is con- 
cerned the components are those of pre-war times, with few 
exceptions (e. g, the substitution of margarine for butter). The 
same applies to the other constituents >Yith the exception of 
clothing, for which no pre-war standard could be given. The 
formula in this case is ; — 

100 (9/10*Qi + 1/10*7.) . P. + ?, . P, + (?3 . P3 + <?4 ■ Pi + % ..Ps 

.(9/10*Q. + 1/10*7.) • -Pi + 72 • P 2 + <?3 . P 3 +■«! -K + Q 5 • Ps 

Q. = food. Qi-— clothing. Q, = rent. Q. = heat and light. 
Qs = miscellaneous. 

* Estimated. 
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In tins case a compromise has been effected between the post- 
war and the pre-war standard, Q representing the pre-war 
quantities, and q the quantities to-day. The standard never- 
theless approximates more nearly to pre-war than to post-war 
conditions. It inay be estimated that the standard of living 
assumed in this case is scarcely less than 90 per cent, of the 1914 
standard. 


(4) Wholesale index of the “ Frankfurter ZeiUing,^' 


PeacC'timo index 

9-23 

January 1st, 1920 

100 

February 1st, „ 

131 

March 1st, „ 

147 

April 1st, „ 

14G 

May 1st.. 

156 

Juno 1st, 

134 ! 

July 1st 

136 

August Ist, „ 

141 ! 

September 1st. „ 

144 

October 1st, „ 

146 ; 


November Ist, 1920 

152 

December 1st, „ 

153 

January 8tli, 1921 

143 

February 5th „ 

136 

March 6th, ,, 

131 

April 2nd, 

130 

May 7th, 

131*8 

Juno 4tb, ,, 

127 

July 2nd, 

135*4 

August (Ub, 

156 


The wholesale price index covers seventy-seven different com- 
modities. In contradistinction to the other index numbers it 
is unweighted. This number is particularly important in con- 
nection with changes to be anticipated in the cost of living, 
because wholesale prices notoriously anticipate the movements 
of retail prices and consequently may be taken as to some extent 
representing the future developments of the cost of living. 

Apart from the fact that it is unweighted, this index has the 
further failing, which incidentally it shares with the wholesale 
price index numbers in other countries, that it omits the prices 
of land and buildings. 

(o) The cost of food requ irements as compiled by the Statidical 
Office in Bei'lin (Silhergleil), 

The weekly cost of food per adult : — 


Middle of .June — Middle of 

Mark.s. 

August 

1920 ... 

Mju’k.s. 

57*20 

August 1919 

2G'6ri 

September 


... 57*4S 

November 

.52-31 

October 

,, 

59*90 

December 

58-,35 

November 

,1 ... 

60*25 

January 1920 

62*80 

December 

„ 

61*49 

February 

63*04 ; 

January 

1921 ... 

61*23 

March 

67*74 

Febniary 

,, ... 

... 58*09 

April 

May 

71*43 

March 

... 

56*16 

70*12 i 

April 

,, 

55*46 

Juno 

67*76 ;i 

May 

,, 

... 54*85 

July 

62*35 J 

Juno 

„ 

56*85 


This calculation is based on a requirement of 3,000 calories per 
adult per day. For the month of June 1921 food requirements 
are constituted as follows : — 
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Weekly requirements of a full-grown man : — 




1 Weight in grammes 
j distributed between — 

Calories. 


Alto- 

gether. 

i 

; Albu- 
: men. 

. (2) 

Fat . 

H) 

Cnrbo- 

Hydr. 

(-1) 

per 100 

('0 

For tlie 
quantity 
given in 
ebliimnl. 

(«) 

- 

Bread, etc 

l,flOO 

114 

10 

050 

2,500 

4,760 


12;i 

9 

— 

90 

:i,240 

405 

Sugar 

40H 


— 

40S 

3,910 

1,595 

Beof (fresh) 

2.5(1 


IS 

— 

l.(U)0 

400 

Margarine 

350 

; — 

273 

— 

7,300 

2,.5.55 

Foreign Bacon 

75 

— 

(iO 

— 

8,000 

OOO 

Oatmeal 

500 

1 70 

35 

325 

3,400 

1,700 

One Egg 

50 

1 7 

5 

— 

1,500 i 

7.5 

Vegetables 

Fish (fresh and dried) 

4,000 

72 


180 

287 

1,148 

500 

sr, 

20 

— 

1,009 

535 

Dried Vegetabhw ... 

1,000 

! 220 


5S0 

3,300 

! 3.300 

Rice 

500 

30 

2 

374 

: 3,300 

1 1,0.50 

Rotaloea , 

.3,500 

1 CO 

— 

700 

700 

' 2,4.50 

Coffee substitute ... j 

125 

j 

— 

— 

! — 


Weekly I 

1 — 

710 

423 

3,007 

» 


Viz. daily j 


102 

i 

00 

515 

1 

i 

j :<,02:i 

j 


For a woman Silbergleit reckons four-fifths of the calorics 
n'quired for a man; for a child from seven to twelve years 
one-half. 

Bread, vegetables and potatoes together are by far the 
greatest part of the food requirements given above. The quantities 
included here for meat and eggs (viz. half-pound of meat and one 
egg per head per week, or, for a family of three, two eggs and 
one pound of meat weekly) are taken as corresponding to the 
standard of living at the present day, but need to be carefully 
borne in mind if these figures are used for juirposes of 
comparison. 

The index numbers given above vaiy, and indeed necessarily 
vary, in the results which they establish because they proceed 
from different bases. Which of them can serve as a foundation 
for calculating the internal value of money ? 

In an article published in the Economist of June 25th, 1921, 
the Berlin correspondent of this periodical answered the question 
for himself as follows ; He took the index numbers of the Federal 
Statistical Office and used them for establishing the purchasing 
power of money. He proceeded to set the rise in the index 
numbers against the increase in w'ages, and in tin's way he arrived 
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at the conclusion that the increase in wages has not only kept 
pace with the rise in the cost of living but has far outstripped it. 
Moreover, he compares the index number of the Statistical OfSce 
for May 1921, which was 880, with the wages index of the Frank- 
furter Zeitiing, which was 1132. Result : a rise in wages 30 per 
cent, greater than the rise in the cost of living. Conclusion : 
that the real value of wages is 30 per cent, higher than it was 
before the war. 

As regards the index number of the Federal Statistical Office, 
it must be regarded merely as an expression of the percentage 
rise in the cost of living according to an estimated standard of 
life adapted to present-day conditions and intended to apply 
to the great majority of people ; but the standard of life to-day 
is entirely determined by the level of income or, in other words, 
of wages. The standard of life assumed by the Statistical Office 
is therefore based upon an imaginary budget which, in the opinion 
of the official statisticians, corresponds to the general level of 
present-day incomes. 

If the statistical office has made a correct estimate in regard 
to this budget, then income (wages) = expenditure ; for the 
standard of living on which the official index num])er is based, 
is only reached on the assumption that with post-war wages 
nothing more than tliis primitive standard, which falls short of 
the pre-war standard of life, can be attained. 

Now it is of course conceivable that although at the beginning 
of 1920 the cost of living, as assumed by the Statistical Office, 
corresponded to the general level of wages, the rise of wage^ 
since that time has been far greater than the cost of maintaining 
that standard of living. The correspondent of the Economid 
does indeed maintain that, between January 1920 and 1921, 
the cost of living in Germany rose 50 per cent, while nominal 
wages rose 120 per cent. Even if this were the case, it would 
only go to show that the standard of living in 1921 had improved 
in comparison with that primitive standard which the Statistical 
Office at some former date believed to correspond with the general 
level of wages at that time. Such an adaptation of the standard 
of living to a relatively higher level of wages must at any rate bo 
assumed so long as the standard of life still falls far short of that 
which prevailed in 1 9 1 4. That it still does fall short is too obvious 
to require demonstration. Statistics about the consumption 
of meat, butter, cotton, and fuel per head of the population, not 
to mention housing, would certainly give results which would 
show a terrible shrinkage in the figures as compared with pre-war 
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times. These considerations might have led the Berlin corre- 
spondent of the Economist to the conclusion that the level of 
wages must necessarily vary in direct proportion with a family 
budget adapted to the level of wages. 

If in the example under consideration the increase in wages 
was greater than the rise in the cost of living, then it simply 
follows that the assumption on which these statistics are based 
is no longer true, and that the budget which was taken as a basis 
no longer corresponds, or perhaps never did correspond, with 
the actual standard of living. In other words, the figures of the 
Statistical Office can no longer be regarded as an expression of 
the changes in the cost of living. That is more or less true of 
any statistics which arc based upon a standard of life which 
differs from the actually prevailing standard, because a budget 
drawn up to suit an estimated standard of life should more 
properly be regarded as an expression of the estimated level of 
incomes. 

In the case which has been quoted the reasoning is therefore 
fallacious. It goes without saying that there is not the smallest 
ground for calling in question the good faith of the author. The 
intention has only been to demonstrate here that, by arguing 
from the cost of living to the internal value of money, false 
conclusions are apt to be drawn if the statistical material adduced 
in support of the argument is based upon a foundation of hypo- 
thesis. It should moreover not be forgotten that the Statistical 
Office index is incomplete, since clothing is not taken into con- 
sideration. Slorcover the wage index of the Frankfurter Zeiiung 
should have been tested, in order to discover whether it can 
fairly be used without reservations for the purposes of comparison. 
Below the title : “ Wages Before and After the War ’ ^ there 
is a note which reads as follows : — 

“ The categories here examined appear to show an cleven-and- 
a-half-fold rise in time wages. It would, however, be a mistake 
to conclude from this comparison that there has been a cqrre- 
sponding rise in the level of real wages. The actual rise does 
not justify so high a quotient. The chief reason for this is to be 
found in the reduction of average working hours from ten to 
^ight ; but a contributory cause is the irregularity of employment 
resulting from interniptiona in the steady flow of sales and from 
economic crises affecting the chief industries. The majority of 
the workpeople have suffered appreciable loss of wages from 
these causes.” 

* Index figures of the Frankfurter Zeitumj, by Ernest Khan. 
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Summary. 


Index number. 


Month. 


! Approx i- 
I mate 


I rise. 


Calwer. 

Fed. Stat. Offiro. 


Elsas. 

Silbergloit. 
'Wholosalo index 
of the Frank- 
furter Zeitung, 


Food-stuffs only. 

The most important 
necessaries, but 
not including 
clothes. 

All important neces- 
saries. 

Food-stufTs only. 

All important neces- 
saries. 


June 1021/Jan. 1st, 1012. 14 fold. 

Juno 1021/1913-14. 0 


July 1st, 1021/Jan. 1st, 1014. i 11 ,, 

.July Ist, 1921/July-Aug. 1010 , (2) „ 
July 1st, 1021 /Fence iiino. : I."! ,, 


If we proceed on the assumption that the pre-war standard 
of living, without any modification, is the only basis which should 
be taken for calculating changes in the value of money, with a 
view to arriving at the difference in the cost of living, then noiu^ 
of the index numbers quoted above can be made use of, because 
not one of them (except Calwer's figure) takes tlie pre-war standard 
of life as its basis without modification. Calwer's figure, whioli 
only relates to food, would, if it were taken as an expression of 
the cost of living in general {jmrs pro toto), lead to a considerable 
exaggeration of the rise which has taken place. That would 
be so if only because rent, which is kept artificially low and 
consequently tends to reduce the total figure quite appreciably, 
is not taken into account. Silbergleit's index, which does not go 
back to pre-war times, can of course have no bearing on a calcula- 
tion of the value of money, quite apart from any other objcctiofis 
that there may be to it. The index number of wholesale prices, 
in so far as it is at all permissible to apply it to the cost of living, 
also leads to exaggeration, because it does not contain rent, and 
further because tlie tendency of wages to force down the level of 
prices does not find adequate expression in the cost of raw 
materials. 

But if it is permissible to substitute one kind of food-stuff for 
another (for example, in the case of Germany, to substitute lard 
and margarine for butter) in cases where the supply of some 
particular article is so scanty that the labouring and middle 
classes — which is to say the greater part of the population— can 
scarcely afford it any more, then the figure calculated by me 
(showing an eleven-fold increase) might be taken as fairly repre- 
senting the present level of the cost of living. That is to say my 
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figure would be the inverse expression of the internal value of 
money, viz. : Vi = ^ pfennigs for one mark. 

Taking into consideration that the quantities on which my 
index number is based are about 00 per cent, of those before the 
war, one may say that the internal value of money works out at 

il-2 "" pfennigs- 

As wages (according to the wage-index of the Frankftnier 
ZeitMg) have risen to cleven-and-onc-third times their former 
figure (the real wage-index is somewhat lower because hours of 
work have been reduced since pre-war days), it follows that they 
liave risen almost exactly as high as the index number calculated 
by me. This fact would seem to indicate that the standard of 
life whicii I have taken as a basis is to some extent a practicable 
one. Moreover, the wages of a labourer need not in all cases 
correspond exactly with his total expenditure; in fact it is 
notorious that an unduly low wage earned by the head of a 
family is generally supplemented through an increase in the 
work done by women, and (where this is permissible) by 
children. 

The figure of the Federal Statistical Office goes to the opposite 
extreme as compared with Calwcr‘s index. It completely 
abandoiis the basis of a pre-war standard of living. But if we 
proceed on the assumption that index numbers arc essentially a 
means of arriving at an average, and take the arithmetic mean 
between these two extremes (extremes : Calwcr 14-fold, 
Statistical Office 9-fold, arithmetic mean = 1 1 i-fold), we arrive at 

an internal value of money of , == 8-7 pfennigs. The relatively 

close correspondence between this result for the internal value 
of money and my own index figure may be purely accidental. 

No attempt will be made here to go into the question whether 
in calculating an index number it is admissible to include sub- 
^^litutcs which are actually consumed to-day in place of articles 
whicli, though formerly in use, have now' become too expensive, 
or arc not obtainable at all. It wdll suffice to say that this 
question is not likely to be solved in a manner which will satisfy 
all parties. It is unquestionable that index numbers of the cost 
of living which are to be used for purposes of comparison should 
at least rest upon some sort of common basis. But that need not 
perhaps prevent us, in cases where an article has become so 
scarce that its price rises out of all relation to the general price 
level, from substituting for it some other article of approximately 
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corresponding value which has replaced it in general use and which 
gives almost equal satisfaction. 

If this small concession is refused, it becomes altogether 
impossible to use index numbers as a measure of the rise in prices 
when the times are exceptional and prices suffer revolutionary 
changes. It is only necessary to consider the limiting case of 
an article which becomes so scarce that it is practically unobtain- 
able. Its price rises in consequence to infinity, and therefore 
the total index also becomes infinitely great.^ 

Finally, it is worth considering whether a distinction ouglit 
not perhaps to be made in regard to the uses to which an index 
number is put. When the internal value of money is to be 
calculated, it might be well to require a more rigorous adherence 
to the originally selected commodities. When it is a question 
of determining a sliding scale for wages it may be reasonable 
to allow certain concessions in the way of substitution. 

It was probably such considerations as these — that an un- 
changed standard of life leads to exaggeration — which recently 
induced Richard Calwer to calculate, in addition to an index for 
food-stuffs based on the pre-war standard of living, a second index 
which takes as a basis of comparison the poorest classes in 
Germany ’’ of fifty to seventy years ago. For a family of five, 
equal to three adults, with an allowance therefore of three times 
the single ration, the following food-stuffs arc included per week : 

1,000 grams of pork; 500 grams of lard; 300 grams of rice; 
300 grams of flour ; 7,500 grams of bread ; 25,000 grams of potatoes. 

The index for the whole of Germany, representing the ‘‘ small 
ration,” was found to be 100-02 marks for the month of May 1021 
and 107-00 for June. 

To assume such a primitive manner of life for a highly 
developed industrial population is to go far beyond the mark. 
Calwer therefore ends by working out an average ration, which 
is the arithmetic mean between the large and the small ration. 

All these attempts show that the que8tK)n of the compilation 
of index numbers is in a state of flux. As so often happens, it 
seems as if in arriving at an index number, what appears to be 
absolute impartiality (viz. an immutable basis) may really lead 
to biased conclusions. If that is so, it follows that a good 
statistical method of dealing with the standard of living cannot 
dispense with a certain subjectivity in the process of compilation 
and calculation. In other words, it is impossible to exclude 

* Bowley : The Moosuromont of Changes in the Cost of Living {Journal oj ih*' 
Hoyal StaiUtical Society, Vol LXXXII, Part I1 I)l 
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attempts at diagnosis, and a purely mechanical method of arriving 
at index numbers is to be avoided. 


Tho 


Date. 

1 Sterling 

1 Exchange 

1 on Berlin 
] to£. 

Per 

cent, of 
Par. 

Labour 
Gazette 
Index 
No. Per 
'i;orit. of 

Gorman 
External 
• Prices 
Col. 2x 
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The above table is drawn up in a form similar to that of a 
table published in the Manchester Guardian Commercial of 
Juno 2nd, 1921, with this modification, that the figures in columns 
3, 4, 6 and 6 arc calculated vrith reference to the cost of living 
in England and Germany, and not with reference to wholesale 
prices. These figures establish a relation between the internal 
and external value of money at tho beginning of July which 
works out at , : , :;\o = 5:4, taking the rate of exchange on 

London as the measure of external value. As regards the cost 
of living, the relation bctw'een the internal and external value of 
money (external = in London) is as , .v • :;oo o — 30:11 = 100 : 37. 
This means that the paper marks in which the German workman 
receives his wages would, if converted into sterling, buy in England 
only 37 per cent, of tho working class necessities which they buy 
in Germany. 

The public finances of Germany require that for the future, 
if equilibrium is ever to be restored at all, subsidies to bring 
down the general level of j)rices should be loft out of account. 
They also require that the charges for the services rendered by 
State monopolies, such as Railways and Post Office, should be 
iRised to the full amounts which w^ould correspond to the depre- 
ciated value of money. Moreover, future developments must be 
in the direction of abolishing the State control of trade, in so for 
Q'S it still exists (c. g, in bread and sugar), and restoring freedom. 
It is not very helpful to enquire at this date whether the system 
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of control might have been avoided altogether. In the case of 
bread it was certainly unavoidable; and even if on economic 
grounds control might have been dispensed with (especially as 
rationing was interfered with by illegal trading and was indeed 
rendered practically nugatory, for example, in the case of 
meat), the question still remains whether for reasons of internal 
politics alone it would not have been necessary to introduce 
restrictions. 

There will be more difficulty in bringing rents into their proper 
relation with monetary conditions. Rents at the present time 
absorb no more than 3^ per cent, of total expenditure as against 
20 per cent, before the war. Yet it would be over-hasty to 
conclude that the State was actuated entirely by demagogic 
motives when it prevented the assimilation of rents to the fallen 
value of money. At the very least there was something to be 
said for the policy so long as there was any hope that the mark 
would again approach its former value. The intention was to 
avoid an increase in ground rents, and it was also feared that 
the burden of mortgages, if once these had been brought into 
conformity with the new value of money, would make an eventual 
reduction in rents impossible. But Avhen the hope of restoring 
the original value of the mark had to be recognised as Utopian, 
the rise in rents should have been allowed a greater scope. If 
such a course had been determined upon in good time, there 
would not have been such a scarcity of accommodation in the 
great towns as there is to-day. In present conditions there is 
no inducement whatever for capital to be employed in building. 
And in cases where the fact that house-room is by far the cheape,st 
luxury has led to a certain extravagance in this respect, a tendency 
of rents to conform to the value of money would have acted as a 
deterrent. In any event it will be necessary to reckon with a 
considerable rise in house rents (up to the present, an increase of 
a third to a half on pre-war rents has. been permitted), because 
otherwise the danger of houses being allowed to fall to pieces 
will become very real. For some time past, owners of house 
property have not been able to afford the expense of necessary 
repairs. 

Coal 'will also increase further in price. The conditions of 
the Versailles Treaty in regard to the valuation of the coal 
deliveries to the Allies are in themselves enough to assure this 
result. Next, we must expect a further tightening of the screw of 
taxation. In particular, the turnover tax will have to be raised 
again. All these factors will contribute to an appreciable rise 
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in the cost of living, and consequently to the prospect of a further 
reduction in the internal value of money. This will result in 
another general increase in wages. 

Yet it is impossible to make even an approximate forecast of 
future developments of the internal value of money. For in 
making any such forecast we have to deal with several unknown 
quantities. First of all, much depends upon the future of world 
market prices, especially for cotton, copper and wheat. It is, for 
example, impossible to determine how far the price of cotton will 
continue to fall if no success attends the efforts to give greater 
purchasing capacity to the States of Europe. 

Secondly, it is equally impossible to i)rcdict the future of the 
foreign exchanges. The mark has to a great extent become a 
plaything in foreign countries. It has been estimated that 
thirty to forty milliards of marks are held abroad in notes or in 
mark credits. Nor is it possible to tell what further quantities 
of marks will have to be disposed of abroad in order to pay the 
periodical instalments of the Indemnity; even supposing that 
it proves possible to find a perpetually renewed demand for the 
marks that have to be sold. 

Thirdly, prices to-day include a relatively large return to the 
entrepreneur. It is not necessary to enumerate hero all the factors 
which are favourable to the making of profit. It will be sufficient 
to refer to the exceptionally favourable balance sheets of most 
joint stock companies. It is quite possible that, perhaps through 
an accentuation of internal comi)etition, owing to a falling off in 
the demand for export, influences may come into play in this 
direction which will tend to counteract a further rise in the general 
level of prices. 

The function of science is to expose the naked facts. It is for 
politicians to decide how to resist developments which arc j udged 
to be economically undesirable. Wages in German}'' arc- excep- 
tionally low in comparison with wages in other industrial countries, 
and the question arises whether the wage-level (that is to say the 
standard of living) of working classes abroad will be reduced 
towards the low standard prevailing in Germany, or whether the 
opposite tendency will prevail, and the wages and the standard 
of life of the German working classes will conform to those of other 
industrial countries. 

One of these two alternatives will have to be chosen by 
economic policy if the world is to return to normal productivity 
and if frontiers are not to be converted by prohibitive tariffs 
insuperable barriers against the products of neighbouring 

^O. 123. — VOL. XXXI. B B 
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countries. For in countries which have reached a similar stage 
of industrial development, wages will tend to establish themselves 
(even if only gradually) at similar levels. It would be a pity to 
forget once again that economic, no less than physical, laws do 
not admit of being brushed aside. 


Frankfurt a. Main. 


Moritz Elsas 



THE TAXABLE-CAPACITY OF IRELAND i 


TiiK problem of the taxable-capacity of Ireland in relation 
to that of Great Britain, at one time a very burning cpiestion, 
has not been prominently before us for some years. It bids fair, 
however, to assume in the near future even more tlian its old 
importance and, i^erhaps, somctliing of its old complexity. 
The Government of Ireland Act, 1920, has provided for a con- 
tribution to Imperial liabilities and exj^enditure as a first charge 
upon Irish revenues, and the amount of such contribution has 
to be determined by the Joint Exchequer Board, according to 
a proportion to be fixed every five years. No principles what- 
ever are laid down upon which the matter is to be settled, but 
the amount is to be such “ as the Board may, having regard to 
the relative taxable-capacity of Ireland and the United Kingdom, 
determine to bo just.” Now the classic locus for the discussion 
of the various matters involved in measuring taxable-capacity 
is the Financial Relations Commission’s Report of 1894-9G. 
It may be said at once that the technicalities of measurement, 
and what one might call the “ statistical minutia) ” of the question, 
received far more attention than the fundamental principles 
involved in what is really meant by the “ taxable-capacity ” 
of a country. The whole subject tends to become lost in a mass 
of technical detail, but this may be reduced into something like 
manageable order if the principles involved are first clearly 
apprehended. Professor C. H. Oldham, in a paper read to the 
statistical and Social Inquiry Society oi Ireland, and since 
published, has recently made an important and courageous 
contribution to this subject. His method is to assume, as far 
as possible, that the Financial Relations Commission has setiled 
the ways in which relative taxable-capacity should be measured, 
and then, by an examination of the relevant figures, to anive 
at the inesent position. He comes to the important conclusions 
that : 

* l*uj>er read before Section F of the Britieli Association ut Edinburgh, 
Svpiember, 1021. 
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(ff) the taxable-capacity of Ireland relatively to Urcat 
Britain is now 1 : 31 and relatively to the United Kingdom 
1 : 32, and that 

(6) of the £50,615,000 contributed to revenue in 1919-20 
by Ireland (the Treasury estimate) a sum equal to £18,516,000 
was “ over-taxation.” 

In what follows we propose to direct attention mainly to 
an examination of the metlipds and figures involved in Professor 
Oldham’s treatment of the subject. 

At the outset, let us take the broad considerations of 
principle : 

(1) Wliat are we measuring? That is to say, with what in 
a quantitative aspect, or aspect of area, are wo dealing? Do 
we mean by capacity, the capacity of the inhabitants of a country, 
no matter wheiu their incomes may bo derived, or do wo mean 
capacity judged by the produce of a country, and w'hat is made 
within its borders, no matter where it may bo enjoyed ? Through- 
out the whole literature on this subject there is the utmost 
confusion on this point, and tho ajgumcnt switches from one 
point of view to another in the most disconcerting way. I refer 
to the rival taxing ])rinciplo in a i*ceent book ^ in the following 
terms : 

“ If you Avant to sec how deep rooted is the instinct to tax 
on two principles, imagine the feelings of an Irish Government 
imposing a separate income tax. Would they refrain from 
taxing a property in Sligo merely because tho income from it 
went abroad ? One imagines that they would feel it was specially 
chargeable. But suppose that a millionaii’o settles down in 
Sligo, who draws all his income from England, would they decide 
to exempt him ? ” 

• 

If we decide, as I think wo must, that tho most logical test is 
that of the total resources of the residents of the country, then 
we have a clear line to follow, provided that, when we come to 
apjdy our knowledge to tho relative contributions to a central 
fund, we can be sure that the contributions are really made and 
finally borne by the same body of people whose capacity we 
have been ascertaining. For example, if by the test of relative 
capacity a certain contribution had been determined, it would 
be idle if, in securing that contribution, it was obtained by a 
tax which was shifted in actual fact to the other contributor 
to the general fund. 

Professor Oldham seems to give complete recognition to this 

^ FutulattienUU Primlplca of Taxation^ p. 118. 
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principle as the one at which he is aiming when he says, “ In 
the absence of any definition of which taxable-capacity we arc 
to measure, it would bo natural to fall back on the principle 
that it is persons, not countries, that pay taxation.” And the 
first part of his treatment seems to be aimed at arriving at con- 
clusions on that basis, but in the latter part he says, “ taxable- 
capacity ought to be measured with strict regard to the relative 
taxed income that was produced and enjoyed in each country.” 
This seems to be a reversion to the old confusion between pro- 
duction and consumption. If we will agree that the ownership 
of an Irish farm by an Englishman, or the ownership of all the 
shares in a Belfast Company by Londoners, is an addition to 
British capacity, and a deduction from Irish capacity, an 
important step will have been gained. But as a consistent 
corollary we must also agree that .all holdings of English 
property and shares by an Irishman in Ireland must be added 
to the Irish ciipacity. 

(2) The second principle with which we have to de.al is as 
follows. Having obtained the aggregate of our income in each 
country, which we might call the “ area of measui’cment,” does 
not taxable-capacity connote .also a depth of measurement in a 
qualitative sense? If two countries have eacli a thousand 
millions of taxable income, their capacity is not necessarily the 
same if the average income pev inhabitant in the one is £100, 
.and in the other is £1,000. Further, even if the average in both 
is £1,000, the capacity for paying taxation m.ay be different 
according to the “ spread ” or distribution, and if the average 
of £1,000 is made up of a number of very rich men, and a 
balancing number of very poor ones, the capacity to pay taxes 
is greater than if the distribution is more even and there are 
ludthcr very rich nor very poor men. This is a corollary from 
the admission of the justice of progressive taxation to secure 
equality of sacrifice. Moreover, “ taxable .ability ” now takes 
into account family obligations, with allowances for wives and 
children and dependent relatives. It also distinguishes the class 
of income — whether from investments or from personal toil. 

The mere determination, therefore, of the total amount of 
income is not enough without some consideration of its qualify. 
Now, as the amount of duty actually paid is intended to be a 
faithful representation of relative ability between individuals, 
it also sums up, so to speak, all differences of quality as well as 
of quantity, and if the tax systems of two countries are identical 
and everything is raised by an income tax, the total produce 
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or aggl'cgate sums paid by tho respective groups of inhabitants 
would represent the ratio for which we seek. This is what I 
mean when in British Incovics and Property I state, “ There is 
a good deal to be said for the net produce by itself as a test of 
capacity,” for this alone reduces to a common denominator botli 
quality and quantity of aggregate power. 

(3) Then the third point that we have to determine, when 
considering periods of time, is whether our measure, or foot-rule, 
or barometer, or whatever you like to call it, has changed. It is 
not enough to say that if it has changed it will be the same for both 
countries that are being compared, for it may have changed in 
such a way as to give greater prominence to certain features in 
which one country has a more abundant measure. For example, 
we might say that an examination in scripture knowledge 
between the inhabitants of two countries shows them to be 
X)roficicnt in a certain ratio to each other. Now let us alter 
the character of the test so that the examination has far more 
questions relating to the Old Testament than hitherto. It may 
be said that this would be quite fair to both sides, and the ratio 
should remain the same, but if one country has amongst its 
inhabitants a far greater proportion of Jews, who may be pre- 
sumed to have relatively a greater knowledge of the Old Testa- 
ment than the New, it is quite clear that the revised scheme will 
no longer bring out a relationship similar to the original. So, 
in like manner, if more income receivers in one country are 
married, and if the families are larger than in tho other country, 
a tax system which makes special allowance for such featun\s 
will bring out a different relative capacity from one that does 
not. 

The Financial Relations Commission, as I htw'e said, was 
none too certain of its first principle of capacity being that 
of inhabitants. As I have remarked in British Incotnes and 
Property, “ all the Commissioners agreed as a principle, though 
not in detail, that taxable-capacity measured along the lines of 
income is really referable to an aggregate of individual capacity, 
but they were not at all clear as to the point to which this really 
led.” It ciits out of consideration at once all the talk about 
absenteeism, and whether tenants pay larger rents relatively 
to the total produce in Ireland than in England. But the really 
vital point to notice here is that the whole conception of taxable- 
capacity has altered since 1894. We had then a flat rate of 
tax with just an exemption minimum. Advocates of progressive 
taxation were still cranks ! The idea was gaining ground upon 
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the Continent through the German examples, but was long 
resisted in France. In England wc received it very tentatively. 
Sir Robert Giffen was quite clear on the Commission that it was 
inexpedient to apply it. Taxation was not, in fact, progressive, 
and that, of course, was a sufficient answer. Therefore, the 
Financial Relations Commission, even if they had successfully 
measured the area, viz. the aggregate of the incomes of individuals 
resident in each country, would have stopped there, and treated 
each pound of such aggregates as of equal value whether it 
belonged to millionaires or working men, to bachelors or to 
married men, to idle investors or to hard workers, and, in fact, 
they would have ignored all the differentiae that are recognised 
to-day. 

Summing up the situation in 1896, Professor Bastable 
declared in favour of simple total income, and objected to 
attempts to ascertain ‘‘free income” as impracticable: “the 
difficulties inherent in any attempt to refine on or manipulate 
the total income in order to get a measure of ability, seem to 
indicate the convenience of keeping to the idain rule of taxation 
according to income.” ^ These statistical difficulties have, in 
the following twenty-five years, been largely I’esolved by the 
development of the tax system itself, of wliich the modified 
“ net assessment ” is only a pai*tial reflex. 

So when Professor Oldham asks us to assume the Financial 
'Relations Commission to have settled the principles, he is asking 
a great deal. But he does not quite carry out even his own 
assumption, for he adopts a method of measurement which, as 
I have indicated above, has continually and progressively 
recognised the second principle of quality or depth. Professor 
Oldham rightly says that the Financial Relations Commission 
stood their result on two legs, viz. the net assessment of property 
for death duties and the net assessment of incomes for income 
tax. He says that his aim is to calculate the present relative 
taxable-capacity of Ireland when the methods of 1896 are applied 
to the data of the present time. The difficulty is that as the 
data of the present time are rather different in kind and quality 
from those of 1894, the results are not strictly comparable. In 
his first table he shows that the net assessment of proiJortics 
paying Estate Duty gives a ratio of about 1 : 17 in 1894-90, 
which rose to practically 1 : 20 in 1899, and remained at about 
that figure down to 1914-15. He then deals in his second table 
with the net assessment of incomes for income tax which he 
* Economic Journal VJ, p. 200. 
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says is the best of all statistical measures of relative taxable- 
capacity, and would be perfect if the assessment were always 
made on similar lines for both countries. In 1894-95 such 
respective Net Assessments charged with the payment of income 
tax were as 1 : 20. The ratio rose by 1899 to 1 : 24; in 1903 
it was 1 : 30, and by 1918-19 it was practically 1 : 40.^ 

Now, of course, the natural inference from this Table II is 
that the capacity of Ireland has been rapidly shrinking with the 
progress of years. This may, indeed, have been the case, but 
the table does not clearly prove it, for the “ net assessment ” 
has been continually altering in character in a way that may 
give greater recognition to certain special features in Ireland. 
There are, first of all, one or two technical points. Income on 
which “ tax is received ” is not the same as the old official figure 
of net assessments, but the effect of tliis on the ratio is not great, 
as the difference between the two figures is fairly constant for 
both countries. Professor Oldham’s other points, and the way 
he builds up his net assessment by the division for Schedule ( ■, 
may be accepted as giving an approximately correct result. 

As between 1894 and the present time, the quality of 
taxable-capacity has been recognised by the allowance of abate- 
ments, and in this sense the latter ratio is a more correct one 
than the earlier; but if the earlier one had been calculated on 
the same system of taxation, it might have given a result much 
more like the present one. But abatements are only a device 
for graduating the tax paid, and it seems illogical to stop short 
with that particular amount of graduation which is done by 
manipulating the net assessment, and not to deal also with the 
graduation which is done by the rate of duty, and with which 
we had by 1918 become very familiar. What we are really getting 
towards, as will be seen, is the total tax paid as a measure of 
taxable-capacit}^ the net assessment being a sort of halfw'ay 
house between the two extremes, with no special virtue or fixity. 
Then, again, we now have all the various “ subjective ” allow'- 
ances for wife and children which did not then exist. 

It will be clear, therefore, that the superficial appearance 
of a shrinkage of capacity from 1 : 20 to 1 : 40 might, in fact, 

* Some errors seem to Imvo crept into Professor Oldham’s figures. In 9io 
year 1910 the net assessment for Great Britain should be 2,014 millions instead 
of 2,114 millions, altering the ratio from 1:33*81 to 1:32*2. For the year 
1911-12 tho assessment is 2,042 millions instead of 2,142, altering the ratio from 
1 ; 34*67 to 1 : 33. In the year 1912-13 the assessment is 2,110 instead of 2,21 
million pounds, and tho ratio 1 : 33*5 instead of 1 : 36*25. There also seems to 
be some error in 1914-15. 
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be quite wrong, and due to the change in the instrument of 
measurement. 

Further, as the net taxable income brought under income tax 
is four times as great per head in Great Britain as it is in Ireland 
(which is another way of saying that the proportion of non 
income-taxpayers is much lower in Great Britain), it is clear 
that the whole range of incomes is a lower one in Ireland, although 
the section that “ protrudes above the income tax exemption 
line may have the same characteristics as in Great Britain. As 
a matter of fact, at the present time we find, for this part of the 
distribution, that the allowance made by way of the assessment 
affects the ratio only slightly, but that made by the rate of tax 
is more important, as the net tax paid per pound of net assess- 
ment is substantially lower in Ireland, and if wo were to add the 
produce of super-tax as the upper end of the income tax gradua- 
tion, the difference would be more important still. 

Other points may be mentioned as affecting this table. 
(1) There has been no re- valuation for Schedule A and Sehcdulo 
B in Ireland. (2) The system of dealing with farmers* incomes 
has quite changed, and may materially affect the result. 
(3) The table is drawn up entirely on the assessment basis, and 
as such docs not represent the entire income of residents in 
Ireland. If those residents draw more in proportion from 
England than English residents draw from Ireland, it will under- 
state the relative capacity of Ireland. There is no doubt that 
industrial and commercial development proceeding, relatively, 
more rapidly in Great Britain would liel]) to account for the 
changed ratio in the amount assessed, but if, as will be shown 
later, Irish residents have participated in this greater prosperity 
in England, the effect upon relative taxable-capacity is not 
altered to such an important extent. 

The Financial Relations Commission were greatly influenced 
by the fact that their two tests gave congruent results, 
viz. 1 : 17 for one as against 1 : 21 for the other, and they took 
the arithmetic mean between 17 and 21, viz. 19. So, with 
the capacity being 1:19, they w'ere able to say that none of them 
put Irish ability as greater than one-twentieth of that of the 
United Kingdom. 

Professor Oldham applies this method to Tables I and II. 
He says, ‘‘It is now evident that the two tables are not con- 
firmatory, but are contradictory. Table I would show that if 
the relative taxable-capacity followed capital wealth, it has been 
steady, but Table II shows that the relative taxable income has 
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been shrinking every year and, therefore, tlie conclusions are 
completely contradictory.” But, ho says, “ If we must cliooso 
between them it is manifestly Table II that comes nearer to 
the measure of capacity.” He is loth to accept Table II, as it 
indicates that the plight of Ireland is desperate indeed — her 
taxable income withering faster than her population. But I 
have shown that quite such desperate conclusions need not bo 
drawn from the material he has employed. 

Professor Oldham concludes that the death duties method 
must be taken to be failing as an indication of taxable- 
capacity, because we must look rather to the annual income, 
and this is greater, in relation to capital, in England than in 
Ireland; or, in other words, the capital value of property is 
diverging in Ireland more widely than in Great Britain from 
the available income which is the source of taxation. 

The question whether the statistics on the death duty basis 
may not still be taken as representing with great faii-ness Um 
relative amount of propei^ty owned by residents in each country, 
is one which need not be discussed here, for it docs not apply 
in strictness to realty, and we might still have to decide the 
question as to whether Professor Oldham would want to chargi' 
the absentee landlords’ i>roperty for the benefit of Ireland. 
He makes the point that the progress of Land Purchase lias 
enhanced the capital value of Irish land, but statutory provisions 
prevent there being very much effect in this. In his reflections 
upon the stationary results of the Estate Duty Table, Professor 
Oldham takes note of my remark about “ net produce ” being 
a test of capacity, and works this out for the Estate Duty, using 
the produce of duty instead of the values assessed. Thus lie 
gives in Table III the annual yield of the estate duty from Ireland 
and for Great Britain, with their ratios. These progress from 
1894-95 1 : 17 to 1897-98 1 : 22; 1 : 26 in 1907-8, remaining in 
that ncighl)ourhood until 1916-17 when they become 1 : 20, 
falling to 1 : 26 in 1919. He considers tliat this is in harmony 
with Table II in so far as it is shown that there has been a shrink- 
age in the taxable-capacity of Ireland, but he overlooks the 
important fact that the graduation of the Estate Duty has been 
steepened several times, and that if there arc fewer rich Irishmen 
than Englishmen in proportion, this necessarily appears to reduce 
the ratio or taxable-capacity. All that has happened is that 
greater recognition is now being given to quality or individual 
capacity, and that the shrinkage shown by the total is not 
necessarily a real shrinkage at all. The present scale of duties 
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applied to the old conditions might have given a ratio equal to 
the present one. Suppose, for example, that ihe rate on estates 
of over a million pounds were greatly increased. If there arc a 
number of such estates in England, ])ut none in Ireland, this 
would automatically increase the English Duty as against the 
Irish, and so appear to cause the relative Irish capacity to shrink. 

What Professor Oldham shows as a “ shrinkage ” in Table III 
is really a progressive movement towards a more accurate and 
scientific determination of capacity. 

He then asks, “ what is wrong with the income tax method ? ” ; 
and deals at length with the technical details of the distinction 
l)etween revenue collected and revenue contributed. He has 
many severe things to say about the methods on which these 
adjustments arc made, regarding the whole thing as a statistical 
exercise worked out by the Treasury on a plan of its own devising. 
He bases his criticism mainly ui)on evidence given before a 
Commission of Inquiry in 1911, but one cannot help feeling that 
liis caustic references to “ Grand Lamas ” and “ Treasury 
bureaucrats ” generally might have been differently expressed 
or even omitted if he had been better impressed with the full 
explanations given in the Command Paper No. 786 (1920) wherein 
the basis of the financial estimates is clearly set out in amplifica- 
tion of Parliamentary Paper 329 of 1891. 

He then proceeds to examine the question of the income tax 
ronlribution by Ireland as distinguished from collection in Ireland, 
as set forth in the Annual White Paper of adjustments. For 
every £100 contributed by Ireland in 1902-3 2-8 per cent, was 
collected outside Ireland ; then for some years it was about 9 per 
cent., but in 1911 it rose to 20 per cent., and has now 1 ‘eached 
30 per cent. (Table IV). For example, in 1919-20 £7,893,000 
was collected in Ireland, but £11,253,000 was “ contributed — 
the Treasury clerks “ thmlc they have evidence that domiciled 
Irishmen draw so much of their income from their investments 
in Great Britain. . . Now he gives two reasons which are 
no doubt effective to a certain extent ; tlie Land PurcJiase Act, 
1903, enabled owners to sell estates to exempt tenants, and invest 
the proceeds in British Securities ; and, secondly, banking facilities 
in Ireland of late years have resulted in greater freedom of 
industrial investments outside. But he agrees that these are 
quite insufficient to account for the change in Table IV, which 
uiust be itself “ suspect, for it looks well-nigh incredible.'’ The 
uiain reason for the large increase has escaped him. The figures 
of tax “contributed” include super-tax from 1910-11, and as 
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this is ;paid in London there is naturally a very great increase 
in the adjustment figures. In the above example the income 
tax mtJioiit super-tax ‘'collected” in Ireland, was £7,893,000 
and “ contributed ” in Ireland £9,913,000, or 20*4% collected 
outside, while the remaining 10 per cent, is accounted for by 
super-tax. Professor Oldham embarks upon an elaborate 
criticism of the method involved in determining the amount of 
the adjustment, known as “re-sealing” for Estate Duty pur- 
poses — a record of the Estates in which some duty is paid in 
one country in respect of property owned by deceased residents 
there, although situated in the other country — and some very 
technical details which it is not necessary hero to investigate. 
We might say, however, that the adjusting percentage whicli 
was -2 up to 1902-3 became *8 in 1908--9; -9 in 1911-12, and 
1*1 in 1917-18, and this progression also partly accounts for the 
“ well-nigh incredible ” result reached by the Treasury “ Grand 
Lamas.” Professor Oldham says that these clerks “ whose 
mysterious motions nobody but a fool or an Irishman ever dares 
to criticise, have in 1919-20 transferred £3,300,000 of the 
Schedules 0 and D income tax receipts collected in Great Britain 
to the credit of revenue ‘ contributed ’ by Ireland ; the sum 
(taking the average effective rate of the tax at, say, four shillings 
in the i)ound) represents about £16,000,000 of annual dividends 
received from investments outside Ireland. It is not pretendoci 
that the ‘ domiciled Irishmen ’ who to-day enjoy this income 
of £16,000,000 spend any of their time or money in Ireland. 
But when they die the family solicitor for their executors takes 
out jirobate somewhere, and then gets tliis grant of probate 
re-sealed in the Irish Court to entitle them to liandle any shares 
in Guinness’s Brewery or in Irish Railways there*may be aniojig 
the personalty of deceased.” Here he places too much stress 
upon donxicile altogether — it is important for Estate Duty, hut 
for income tax it is the residence that matters. The point is 
clearer if turned round the other way. A resident Irishman 
dies in Ireland, the Probate is taken out in Dublin, and it is found 
that the deceased owned shares in an English railway, so that 
it is necessary to re-seal the Probate in London. The result of 
aggregating the re-sealing statistics then shows that residents 
in Ireland have quite a large amount of capital invested m 
England, and therefore draw quite a good income from England 
for the benefit of residents in Ireland. 

The adjustment is intended to allow for tax paid in Great 
Britain on income going to residents in Ireland. Moreover, to 
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turn tliis duty into income we should convert the incwm tax 
portion at not more than six shillings in the pound, giving not 
more than 7 millions of income instead of 16 millions. 

He concludes by rejecting the contribution adjustment of 
Table IV as a device for amending the net assessment of income 
Ux in Table II, with its remarkable shrinkage, to make it a 
test of capacity — but, strangely enough, he accepts the contribu- 
tion table in toto as a statement of the real contribution when ho 
is measuring “ over-taxation.** iSo he falls back on the harmonic 
mean between Table II, the net income tax asseasment, and 
Table III, the Estate Duty produce, whicJi gives him 1 : 20*1 
for 1895; 1 : 29 for 1909 and 1 : 31-4 for 1919-20, and incor- 
porates tlie results in Table V, his “ Taxable Capacity ** of Ireland. 
Let us be clear what this means. He combines one ratio based 
on property only, ignoring all earned income, all family circum- 
stances, but having some recognition of quality of ability, with 
another ratio possessing, uncorrected, all the accidents of the 
place of assessment, and in which the difference of quality or 
nature and amount of income is given recognition in so far as 
it is dealt with by abatements of income, and not in so far as it 
is dealt with by differences of rate. Of course rrofessor Oldham’s 
result may possibly be correct, but, if so, its accuracy is quite 
accidental, and it is long odds against it being of any value. 
Having computed in the final Table VI the amount due from 
Ireland, on his index, as 31*6 million pounds, ho detlucts this 
sum from the contribution of Ii-eland — over 50 million pounds 
(accepting the computation of the contribution made by the 
much criticised Lamas), and then announces the “ over-taxa- 
tion” to be £18,516,000 in 1919, “contrary to the Act of 
Union 1800.” 

The only remaining x)oint which I wish to make in 
showing that Professor Oldham’s case is, at any rate, “ not 
proven,” is in relation to indirect taxation. So far everything 
that has been said is based entirely upon tlio population above 
the income tax exemption limit. You might treble the popula- 
tion of Ireland below that limit, leaving Great Britain stationary 
in that respect, and not alter the above calculations one iota, 
Can this be right ? It can only be right if the sub-income tax 
population has no tax-paying capacity, but we can hardly justify 
such a view so long as wc, in fact, charge them to indiicct taxes. 
Turning these taxes into terms of an income tax, w'e no doubt 
get a regressive system, but our practical basis of taxation is 
rather that, in so far as they, in fact, consume dutiable goods 
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(of a iion-csseiitial character), they display a tax-paying capacity 
by their methods of consumption. I have examined, and to 
some extent justified, this position in Chapter III of TJiq 
F iindaimnUil Principles of Taxation, 

Professor Oldham’s “ over-taxation ” arises mainly through 
an assumption that direct and indirect taxable-capacity arc the 
same. As a matter of fact the last return shows the Irish share 
of revenue paid by customs to bo 9'53 per cent, and by excise 
7*93 per cent., as against the share by direct taxation between 
3 and 4 per cent. If this view of indirect taxation is seriously 
maintained, it means, of course, that an Irishman with £100 per 
annum should pay the same total duty on all whisky and tobacco 
that he consumes, as an Englishman with tlio same income, 
oven though the Irishman consumes three times as much. TJiis 
aspect of taxable-capacity may avcU be ai-giied, but it can hardly 
be taken for granted. Wo can put the whole point to a crucial 
test : let five million sturdy Irishmen earning £2 lO**. a week bo 
miraculously added to their population without any such addition 
in Great Britain, and Professor Oldham’s index of taxable- 
capacity would not budge an inch, but his item of “ over-taxa- 
tion ” would go up by leaps and bounds. Is not such a resiill 
a proof of the weaknesses of the method and its underlying 
principles ? 

“ Over-taxation ” of Ireland resolves itself largely into an 
expression of the extent to which consumption taxes exceed 
true income taxation. If they are merely a convenience— a 
means of collecting taxes on small incomes indirectly — ^thero is 
clearly over-taxation, but if they have any other raison d^Hre, 
then “ over-taxation ” is a misnomer, and merely a measure- 
ment of one type of capacity in terms of anothci^typc. In any 
case it is a fundamental question that has hardly yet been faced 
and certainly never settled. 

It may well be conceded that a greater weight of taxation 
unrelated to income-ability, falling in a particular quarter 
through differences in social habits of consumption, may bo 
justifiable so far as all contributors are within a single national 
and fiscal area, while at the same time it is held that contributions 
by fiscally independent units to a common fund must be strictly 
proportioned to their respective aggregated individual “ ability 
to pay,” and quite uninfluenced by whether one group are 
heavier consumers of spirits or tobacco, or tea. On this assump- 
tion any excess contribution due to difference of social habit 
may very rightly bo termed “ over-taxation.” Let it be postu- 
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lated, for tlio moment, however, that indirect taxation is a juero 
administrative device to secure income tax on small incomes. 
It might be thought that the ratio found to exist between the 
two groups above a certain level of income would hold good 
below that point also. Our knowledge of symmetrical distribu- 
tion of income has greatly advanced since 1896, and we know 
that this would bo a sufficiently sound assumption under one 
condition. That condition is that we have established a ratio 
between corresponding or symmetrical parts of two groups, 
c. g. all above the median or upper quartilc, or oven, as in the 
case of our income tax, all above the upper decile. For instance, 
if wo knew that the taxable-capacity of the top (piarter of the 
population were <as 30 to 1 in the two groups, it would not be 
a wild assumption that the ratio applied equally to the lower 
three-fourths. But, unfortunately, the direct taxation statistics 
do not give us such a symmetrical division, for the exemption 
limit of a fixed sum for botli countries docs not cut each tUs- 
tribution at the same percentile. The figure of £160 in 1914 may 
have cut off the upper 10 per cent, in England, but only the 
upper 4 or 6 per cent, in Ireland, if the whole range of Irish 
distribution, though parallel on a Pareto graph, >\cre on a lower 
scale. In short, when we cut across by an absolute figure, if 
there is a much larger proportion of our population below that 
figure in one case than the other, the ratios of ability obtained 
for the direct taxation areas must be j^i’ofoimdly modified for 
the lower. For this reason, the ratio of contribution through 
indirect taxation, by Ireland, even if corrected for differences 
of average individual habits of consumption, ought to be higher 
than the ratio of income-tax paying ability. To the extent to 
which, when so adjusted, it is found to be higher, “ over-taxa- 
tion is a misconception. I may refer, without elaborating 
them, to the considerations that would arise in a comparison of 
the relative aggregate net ability above a fixed or absolute point 
(instead of above a proportionate i)oint) where the two price 
levels in the same nominal currency are widely different. 

To sum up : 

(1) The old concept of taxable-capacity should be modified 
on lines parallel to the development of the idea of individual 
tax-ability. 

(2) Net assessment to income tax has undergone progressive 
change in i^artial expression of this modification, and is now a 
better test of capacity, over the area to which it relates^ than 
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(3) Taxable-capacity should be attached definitely to the 
aggregate capacity of the inhabitants, whatever the source of 
their wealth. 

(4) The difference between the old and present ratios of net 
assessment is not conclusive evidence of a “ shrinkage ” of 
capacity. 

(5) The crude net assessment requires greater modification 
than heretofore to assign income to the right country. 

(6) The application of direct taxation ratios to the whole 
population, and to contributions by indirect taxation, can only 
be made with great care, and the “ over-taxation or “ under- 
taxation ” arising therefrom, due to the larger proportion of 
the population coming solely under the latter method, and not 
due to differences in social habits, is quite fallacious. 

(7) That part of the “ over-contribution ” due to different 
habits may possibly be rightly described as “ over-taxation 
under distinct fiscal regimes, but that matter is one for further 
argument and inquiry. 

(8) Professor Oldham’s results, tliongh a useful beginning 
to the present problem, arc, in part, based on obsolete ideas and 
methods, and, for the rest, are inconclusive.^ 


J. 0. Stamp 



REVIEWS 


The Fundfitiiental Principles of Taxdiion in the Light of Modern 

Dev^punents. By Sm Jostaii Stamp, K.B.E., D.Sc. 

(London: Macmillan & Co. 1921. Pp. xii + 201. 

Price 106*. (ki.) 

This book consists of the Newmarch Lectures at University 
College, London, for 1919. In Early Victorian times it would 
have been entitled simply “ Lectures on Taxation,” and perhaps 
the vaguer title would have been more accurate. Sir Josiah 
Stamp is always interesting and instructive, but it is not given 
to him or any man to throw the light of modern developments 
on the fundamental principles of taxation very effectively in 
six lectures. I confess to some doubt about the meaning he 
attaches to “ fundamental principles.” I suspect that nine-tenths 
of his audience went away with the impression that he was 
taking Adam Smith’s four canons (who invented that phrase ? 
Smith calls them “ maxims ”) as his text, and suggesting additions 
called for by modern experience. But the four canons are 
scarcely to be regarded in any sense as fundamental principles. 
As any careful reader of Dr. Robert Jones’ Nature and First 
Principle of Tamtim knows, they are only four selected out of 
the larger aggregate number put for\vard by various writers 
whose works Smith had read, and it may well be doubted whether 
the selection was not as much the result of imperfect memory 
as of deliberate choice. Bastable, in the first edition of Public 
Finarux nearly thirty years ago, put the Smithian maxims into 
a mere appendix, though ho subsequently relented and admitted 
them to the text. Since then the whole subject has been simplified 
hy the invention of the doctrine which Sir Josiah quite unjustifi* 
ably calls “Marshall’s doctrine of least aggregate sacrifice.’' 
Sir Henrj^ Parnell may have “ anticipated ” this doctrine, and 
Professor Carver, whom Edgeworth quotes, may have suggested 
it, but its first definite enunciation is, 1 think, to* bo found in 
Edgeworth’s article in this Journal for December 1897, where 
he says Minimum sacrifice, the direct emanation of pure 
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utilitarianism, is the sovereign principle of taxation.’’ It is 
curious that Edgeworth, the supposed embodiment of the 
unpractical, should have been the promulgator of this glorified 
common-sense and eminently practical principle, but it must 
be admitted that, perhaps misled by his own reputation, he 
embedded it in articles of an uninviting appearance on “The 
Pure Theory of Taxation,” and treated it as if it required us to 
put the incomes of a year on what Dr. Jones calls a Procrustean 
bed, and to forget that next year no incomes will be found longer 
than the l)od. It was soon seen that minimum sacrifice need 
not mean minimum sacrifice for such a very short run as that 
of a single income-tax collection (see Edgeworth himself in the 
Merruyranda of the Royal Commission on Local Taxation, pub- 
lished in 1899, and the present reviewer on “ Equity and Economy 
in Taxation,” Economic Journal, December 1901, and History of 
Local Rates, 2nd edition, 1912). Minimum aggregate sacrifice in 
the long run is the principle which all good ministers of finance 
and parliaments endeavour to the best of tlieir abilities (often 
poor) to adopt. Under its ample folds, equity, ability, benefit 
and all the other good things drop into their proper i)laccs, and 
no place is found for tliat slogan of the barbarian adult and the 
civilised child, fiat juslitia ruat cadum. Civilised adults will not 
give an unlimited price for equity. Marshall, always alive to 
the progress of thought, adoxited the doctrine in After the War 
Problems in 1917. How Sir Josiah Stamp has inadvertently 
misled his readers in this matter is illustrated by the fact that 
one of his reviow’ors (B. M. in the Statistical Journal, May 1921) 
says approvingly that he “criticises Prof. Marshall’s ‘aggregate 
sacrifice’ theory as leading to pure confiscation of income at 
certain levels,” the fact being that the “ Procr^jstean bed,” so 
far from being constructed by Sir Josiah Stamp to kill the theory, 
had served at its birth twenty-four years earlier. 

Our author intends, ho tells us, “ to outline the questions of 
princiiJe which are raised by modern developments in taxation 
or are made obvious by the intensity of the burden, and to view 
them under a new arrangement.” Under the new arrangement 
we look at them first from the point of view of the taxpayer, 
then from that of the State, and lastly from that of the “ com- 
munity as a producing or Economic Society.” This seems 
very much like another way of saying that the three fundamental 
principles of taxation are Equity, Productiveness, and Economy, 
the last of these terms being of course used not in the petty sense 
of cheapness of collection (as on p. 93 of the book), but in the 
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wide sense in which satisfying economy means serving the per- 
manent economic interest f)f the people — ^the sense in which 
Adam Smith tried to explain his fourth maxim. The new 
method is expected to enable us to treat modern problems “ with 
that isolation of effects and freedom from distraction which are 
so necessary to a clear conception of essentials,” but it is no 
more productive of clean cuts than the old. Smith admitted 
that “ after all the proper subjects of taxation have been ex- 
hausted, if the exigencies of the State still continue to require 
new taxes, they must be imposed upon improper ones ” (Wealth of 
Nations, Vol. 11, p. 390, repeated in almost the same words, p. 414), 
and modern writers admit that a large quantity of economy 
must outweigh a small quantity of equity, and vice versa. 
Just so Sir Josiah Stamp has to admit that compromise between 
the three standpoints is necessary. (We need not hold him 
too literally to his statement that “ Most taxes in practice 
represent the best practical compromise between the three 
standpoints that can be arranged in the i)articular circumstances 
of the time,” wJiicli rather suggests the tax-surveyor or the 
Royal Commissioner on the Income-tax whose recommendations 
have been adopted.) The new arrangement seems in practice 
even less successful in keeping different considerations apart 
than the old. While looking at things from the individual 
standpoint, we are asked to consider the doctrine of taxing 
rents or surpluses, the principal recommendation of which is to 
most of its advocates its supposed absence of discouragement 
to production, and we are also asked to deal with “ Progression 
justified as an engine of social improvement.” While taking 
the State’s point of view, we arc to consider the possibility of 
certain taxes promoting dishonesty or producing a tariff war. 
Though the taxation of alcoholic liquors according to alcoholic 
content — a matter which concerns individual drinkers of alcohol 
as among themselves — is dealt with from the standpoint of the 
individual, the very heavy and productive taxation of alcoholic 
liquors as a whole, which touches the individual drinker and 
the individual teetotaller acutely, only comes up when we get 
to the standpoint of the community. 

The general trend of recent developments, Sir Josiah holds, 
is everywhere towards personal taxation of income becoming 
niore predominant in national taxation while at the same time 
it loses ground in local taxation. Ho is doubtless correct in 
this, but he might perhaps have pried a little further into the 
future. Are there no signs that as communications grow national 
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income-taxes will break down in the future as local income- 
taxes have done in the past ? The states of the North American 
Union are treading the path which English parishes trod in the 
eighteenth century, and the states of Europe and America arc 
likely to have gone the whole way before the end of the twenty- 
first, if not earlier. The growing arrangements for meeting the 
“ difficulty of double taxation ” are the thin end of the wedge 
of a virtually international income-tax which is likely to precede 
the abandonment of complete independence by the states. 

Income-taxation will continue to be progressive, but on the 
question how steep the progression will or should be, our author 
throws little light. He seems to have cut off the possibility of 
doing so by considering it mainly from the individual standpoint. 
“ It is very difficult,” he says, “ for a man to say quantitatively 
that one boot pinches three times as much as the other, oven 
where both are his own, and how much more difficult is it for 
one man to say that his boot pinclies twice as much as another’s ! ” 
Quite so, but the remark suggests that we ha^ better give up 
“ standpoints ” and go back to the old “ maxim ” method, and say 
that Equity really furnishes no guide of any permanence (com- 
jiare opinion at the time df Harcourt’s budget with that of the 
present time), and that the steepness of progression must be 
decided by the maxim of Economy. We shall never decide 
whether to put a penny on beer or to further steepen the super- 
tax on incomes by considering how much the loss of a penny 
pinches the beer-drinker and the duke : we shall, and we do, 
decide it by making some rough estimate of the aggregate 
advantage in the long run of the two methods to society at large. 
For example, if we find that cheaper beer means better food for 
underfed children while less super-tax means m^re training of 
horses to run fast for a short distance with a very light burden, 
we incline to the super-tax ; but if we find cheaper beer means 
more beer for drunkards and less super-tax means more houses 
for the people to inhabit in comfort and health, we incline to 
the beer tax. Whether we use the phrase or not, wo are follow- 
ing the principle of least aggregate sacrifice. 

If Sir Josiah had found salvation in the comfortable doctrine 
of least aggregate sacrifice he would, I think, have told us some 
things which wo should be the better for knowing. No one is 
better qualified than he to tell us whether the recent enormous 
aggravation of progressive direct taxation has actually brought 
about (as well as merely tended to bring about) an important 
redistribution of net (e. s. after deduction of taxes) income, and 
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whether, if so, the redistribution is likely, either for a time or 
permanently, to cause an important diminution in the supply of 
fresh capital. He quotes Mr. W. H. Mallock to show that a 
levy on capital which caused greater equality of wealth would 
be likely to diminish savings. But surely the essence of a 
capital levy is not the redistribution of the total of net incomes 
but the liquidation of debts on which individuals pay interest 
(collected by the tax-gatherer) to themselves and each other. 
Any little difference which a capital levy might incidentally 
make would, we may safely say, be a trifle compared to the 
redistribution which has already been made by the now taxation 
and which would bo simply maintained by the levy. It is no 
doubt extremely tiresome to have to remember that £500 a year 
nowadays means about £4.50, while £1000 a year means about 
£800, and £20,000 a year means little over £10,000 after income- 
tax and super-tax have been taken out and before any provision 
for death-duties is thought of. But we find it necessary to have 
the smaller figures before us in real life, and we shall have to 
treat them and not the gross figures as more nearly indicating 
the distribution of economic goods. 

Edwin Cannan 


The Economic Development of France and Gennuny, By J. H. 

Clapijam, Litt.D., Fellow of King's College. (Cambridge : 

University Press. 1921. Pp. xii + 420.) 

Many economic books fall into one of two classes : there are 
books which determine the future scope of academic instruction, 
and there are books which are themselves called into existence 
by academic requirements. With the growth of economic 
departments and commercial faculties in modern English and 
American universities — to say nothing of other countries — this 
second class is bound to increase. Subjects are put into pro- 
grammes of instruction or made examination requirements 
because they are deemed desirable for the purpose, even though 
there are no available textbooks. The material may be scattered 
over a multiplicity of books, reports and journals, difficult of 
access to the undergraduate student and many of them in foreign 
languages. If the right sort of man is appointed to teach the 
subject, he selects and combines and generalises in preparing his 
lectures. The outlines of a textbook are sketched in ; and 
finally the teacher earns the thanks of generations of students and 
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furnishes a basis for further scientific advance by issuing his 
collection as a book. 

Such is the genesis of Dr. Clapham's treatise. It is the outcome, 
evidently, of the part assigned to nineteenth-century economic 
history, as to “ realistic ” studies generally, in the Cambridge 
Economics Tripos. For some years, he tells us, he has “ lectured 
at Cambridge over the ground covered by this book ” ; and ho 
“ was urged by friends to put his material into book form, for 
the use of the growing body of those at Cambridge and elsewhere 
who now study European economic history, and are handicapped 
by the lack of books in English, and of comprehensive books 
in any language.'* 

Cambridge “ and elsewhere ” ought to be very grateful to 
him. The work is most competently performed : it is based on 
wide reading ; the author is impartial and judicious. There was 
once an Oxford bursar so sage and moderate that his contem- 
poraries knew him as 6 <f)p6pifio(f : to no one among economic 
writers is the epithet more appropriate than to Dr. Clapham. 
It was a heavy and cumbrous task which ho undertook : to put 
together in only four hundred, not too closely printed, pages all 
the really big facts about all the sides of the economic develop- 
ment of France and Germany for a hundred years — with some 
necessary incursions into Belgium and Holland and Denmark. 
8uch a book was bound to be “ facty." Dr. Clapham has a 
pleasing gift of illuminating phrase, when he gives himself time 
and space to “ let himself go ” ; as, for instance, when he says that 
all through de Lavergne’s book on the Ilural Economy of Fratujc 
** the whistle of the locomotive can be heard ” (p. J68). If such 
touches arc rare, and if the book occasionally reminds us of the 
style of the Handworterbuch articles he lias fouryl of so much 
service, that is partly due to the fact that this is the first attempt in 
English to cover so vast a field. The book is to be read bit by 
bit, side by side with lectures ; or consulted by the general reader 
for particular topics or periods. I do not suppose the author 
ever imagined that any one but a reviewer would try to read it 
through in a few days ! 

The modest duty of a reviewer in a case like this is first to 
make it quite clear that here is an indispensable textbook ; and 
then to offer some suggestions towards the improvement of the 
inevitable later editions. Some of the suggestions in this case 
are called forth by one feature in the plan of the book. “ Foot- 
notes have been reduced to a minimum.’’ I am inclined to think 
the parsimony of footnotes has gone a little too far. In future 
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editions the Cambridge Press will not want to have the pages 
pulled about. But would it not be possible, for some dozen or 
so of the conclusions which Dr. Clapham knows to be contro- 
versial, to have a series of brief notes in an Appendix, indicating, 
in summary fashion, where the evidence is to be found ? 

The value of the study of economic history for the better typo 
of student is the opportunity it can be made to afford him for the 
use of his own reasoning powers. If economic theory calls for 
mental exertion of one kind — the exertion of following a sequence 
of cause and effect, economic history calls for mental exertion of 
another kind — the weighing of evidence and the formation of 
quantitative or proportionate judgments. Doubtless it is the 
function of a lecturer, going over the same ground subsequently, 
to criticise what seem to him faulty conclusions. But even the 
ordinary student in a university is benefited by having doubts, 
and the ground for doubts, occasionally indicated to him. In 
most cases he will perhaps be inclined, if he looks up the evidence, 
to agree with Dr. Clapham; but it would be for him an 
instructive experience to learn, here and there, how the author 
has reached his conclusions. 

Dr. Clapham, as T have before observed, is as a rule eminently 
careful and precise and fair-minded. But aliquando bon us Honierus 
dormitat ; and tlierc^ arc, I think, occasional passages where 
literary phraseology will give an impression beyond what, in his 
quality of scientific historian. Dr. Clapham would probably care 
to assert. 

For instance, in the account given of the resort by Germany 
to agricultural protection (pp. 211-214), and the reference to 
Bismarck, there is not one sentence that is not defensible. But 
is not the reader in danger of thinking Bismarck rather more 
of a selfish landowner than Dr. Clapham intends 1 Dr. Clapham 
might perhaps refresh his memory of wliat Mr. Dawson says 
(Evolution of Modem Germany, p. 239). And ought the reader 
not to be emphatically reminded that the Agrarian party rested 
quite as much on the substantial peasants of the south-w^est as 
on the large landowners of the north-cast ? “ Whether the balance 
was fairly held as between the various rural classes is much more 
doubtful,’* we are told, than the general effectiveness of the pro- 
tective policy. True ! but the ordinary reader will understand 
the sentence to imply Dr. Clapham’s opinion that it was not 
fairly held. Of course Dr. Clapham knows that no subject w^as 
more hotly debated in Germany than the effect of the corn laws 
on the peasants, and that there were high authorities among the 
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agronomes ” who thought the peasants had quite sufficient 
reason for supporting the Agrarian policy. 

There is even more reason for a very mild protest when the 
literary phrases are not Dr. Clapham’s own, but are quoted. 
Thus what somebody “ said in 1908 ” — that “ the co-operative 
societies had done more for the small farmers than all the agrarian 
and protection laws together ” — ^is actually quoted twice (pp. 221, 
224). Now the force of the remark depends on the authority 
of the speaker. If Dr. Clapham would give us the reference 
we could judge of its weight : until lie does so, he really fathers 
the opinion. And yet his own cautious estimate of the effect 
of co-operation certainly would not have suggested anything like 
so sweeping a judgment. 

From another writer — in this case the reference is given, to 
a work whicli has created some stir of late — is quoted the saying 
that “ the German Empire was built more truly on coal and iron 
than on blood and iron.” Our author says that the iron figures 
of the sixties and early seventies do “ smneihing to confirm ” this 
pleasing literary collocation of words. The reader will take this 
to mean tliat they do much to confirm. But, of course, Bismarck's 
famous phrase of 1862 cannot be got round like this. It was 
“ blood and iron,” in Bismarck’s sense, which turned Austria out 
of the old Confederation and created the Nortli German Confedera- 
tion ; “ blood and iron ” which hastened the adherence of 

southern Germany to the new Empire in 1871; blood and iron 
which gave Germany the iron ore of Lorraine. How far the 
Germany of 1914 was the creation of “ force,” from the time 
when Prussia coerced its neighbours into the ZoUverein ; how far 
it was the creation of “ natural resources ” ; and in what way 
“ force ” and “ resources ” were related — this is a problem which, 
if touched at all, deserves to be handled seriously. 

But a few such passages are, after all, only spots on the sun. 
The book is a thoroughly satisfactory one, and a great boon to 
students in all English-speaking lands. 

Wm. Ashley 


Nd,poleon^s Navigation System, By Frank E. Melvin, Ph.D. 
(University of Pennsylvania : New York : Appleton. 1919.) 

Dr. Melvin’s thesis deals with the clash of Napoleonic and 
British maritime laws and customs; and for it he has studied 
with good effect British and French archives relating to the 
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subject; also those of Washington, though he has in part 
reserved the last for subsequent treatment. This is a little 
unfortunate ; for he states that the American evidence explains 
“ the unsolved riddles of Franco-Amorican relations between 
1806 and 1815 ” ; and the present study cannot, therefore, be 
considered as completed. However, Dr. Melvin has covered a 
wide field, and students will be grateful to him for opening up 
many new sources of information. He points out that Napoleon’s 
Continental System in some respects differed from his Navigation 
System, which dealt with “ the policy, legislation and adminis- 
trative measures devised by a nation to control for its own 
interests its sea-borne trade.” The distinction is not without 
importance, but in 1807-12 the two tended to merge; and in 
practice it is difficult to treat them separately. 

Dr. Melvin rightly traces the beginnings of Napoleon’s Naviga- 
tion System to the rebound of 1793 against the Anglo-French 
Commercial Ti’caty of 1786, and there is much evidence to show 
the strength of that rebound, especially among the manufac- 
turers and artisans of Northern France, who had good cause to 
dislike the treaty. On the other hand (and this is a point missed 
by the author), the wine-growers and merchants of Southern 
France generally welcomed that treaty; and it is incorrect to 
assert (p. 2) that it was “ a vital thrust at the economic welfare 
of France.” A healthily organised community would probably 
have adapted itself to the new competition and have benefited 
by it. Indeed, the reader soon discovers Dr. Melvin’s anti-British 
bias in such references as the “ virulence ” of the British attack 
on French commerce in the eighteenth century, its “ throttling ” 
effect on the British North American (l!olonies, and the insidious 
motives assigned to Lord Auckland in negotiating the treaty of 
1786. It is well to remember that the British Navigation System 
was on the whole less oppressive to Britain’s colonies than that 
of France or Spain ; also that early in 1786 Louis XVI’s Govern- 
ment forced that of George III into commercial negotisitions 
by passing a number of arrets which threatened to throttle 
British trade. The resulting bargains between Eden (Lord 
Auckland) and Vergennes or Rayneval certainly did not appear 
to the latter “ a vital thrust at the economic welfare of France,” 
but on the whole advantageous. Tliat they proved to be other- 
wise was surely due, not to the insidiousness of the treaty, but 
to the sharp downward trend of French credit and industry, 
due to the reckless finance of Calonne, Brienne, etc. The point 
ia important, because nearly all Frenchmen, ascribing their woes 
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to the treaty, thenceforth clamoured for stringent protection or 
prohibition ; but it may fairly be maintained that, with ordinary 
care and intelligence in the Finance Department, France should 
have survived the strain, and thereafter have benefited from the 
freer and friendlier commercial intercourse with England which 
the French and British negotiators alike hoped to inaugurate. 

Starting with an inadequate conception of British policy 
before the French Revolution, Dr. Melvin seems to accept the 
diatribes of the Robespierreists, and of their heir, Napoleon, 
against the Pitt Administration ; and his w’ork at times becomes 
almost a justification of the Emperor’s maritime legislation, not 
seldom seasoned mth acerbities against that of Great Britain. 
During the long and envenomed struggles of 1793-1801 and 
1803-14, both combatants resorted to high-handed expedients 
for enforcing their will at sea. Great Britain in 1793, along with 
her Allies, sought to exclude neutral trade from France ; Prance 
retaliated by the Navigation Act of that year, and thereafter 
tried to exclude British commerce from all lands that fell under 
her sway. Tlicsc were war measures ; but no British statesman 
of that time desired to perpetuate them. Napoleon, however, 
had that intention; for during the peace negotiations of 1806 
he said to the Council of State : “ Forty-eight hours after peace 
with England I shall proscribe foreign products and shall pro- 
mulgate a Navigation Act which will pt^rmit the entry of our 
ports only to French ships constructed from French timber, 
manned by a crew two-thirds French. Even coal and English 
milords can land only under the French flag ” (Pelet de la Lozere, 
Opinions de Napoleon dans le Conseil d'Etat, p. 238). Similar 
in tendency is his statement of September 19, 1817, to Oonrgaud : 
“ The English are stupid. In their place I would Imve stipulated 
in the last treaties that I alone should be able to sail and trade 
in the seas of China and the [East] Indies.” Tlius in his view 
prohibition and monopoly were not merely war measures, but 
a permanent policy to be imposed wherever possible by the 
victorious Power. 

Equally important is the fact that the British Orders in 
Council appeared as retaliations against preceding measures 
ordered by Napoleon. Tliey came in regular succession, from 
the spring of 1806, when his compulsion on Prussia to close the 
coast of North-West Germany produced Fox’s order for the 
blockade of that coast. They caused intense annoyance to 
neutrals, e8i)ecially the United States; but there arc good 
grounds for believing that the harsher provisions were resorted 
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to with reluctance. The Order in Council of November 11, 
1807, was less stringent than is here represented (p. 44). 

Dr. Melvin has presented the first careful study, based on 
documents, respecting the Emperor’s efforts late in 1807 to 
stimulate commerce with the Frencli and Spanish colonies, also 
privately to relax his maritime decrees by means of licences. 
As against some earlier writers on the latter topic, Dr. Melvin 
proves that Napoleon adopted the licence system not earlier 
than March 1809, probably owing to the success attending the 
British licence system, and certainly Rdth a desire to stimulate 
the flagging export trade of France. Petitions of Brittany corn- 
growers ai'c here alleged as a probable cause of its adoption. 
A second licence system was put in force in July 1810, con- 
currently with measures for the extension and tightening-up of 
the Continental System, and in January 1812 was merged in a 
third experiment, termed le grand Systhne, whicli, along with 
the Continental System, was doomed by the results of the Moscow 
campaign. Dj*. Melvin dwells on the irony of the situation in 
mid- June 1812, when the British Government made a humiliating 
surrender of the Orders in Council, too late to avert the American 
declaration of war, and Avhen Napoleon was preparing to cross 
the Niemen mainly in order to re-imposo his fiscal experiment on 
Russia. One of the contentions of this interesting thesis is that 
the Napoleonic Empire was doomed apart from the Continental 
System. Tliat may be ; but the latter so thoroughly permeated 
the Emperor’s policy as to decide its future ; and the oppressive 
and unsound features of that policy told heavily against him in 
1812-13. 1 may add that the hasty abrogation of the British 
Orders in Council was probably brought about by the desire to 
propitiate, not only the United States, but also Russia and 
Sweden, with whom important negotiations were? pending. Dr. 
Melvin’s monograph is supplemented by an excellent bibliography 
and index. 

J. Holland Rose 


Ind^istrial Problems and Disputes, by Lord Askwith. (London : 
John Murray, 1920. Pp. x + 494. 8vo.) Price 21&\ net. 

This book was bound to be autobiographical. Of its content 
Lord Askwith himself fills, of necessity, without undue egotism, 
^ “ great part ” ; and it is a creditable record of a strenuous life. 
Naturally, if not quite exactly, styled the famous arbitrator ” 
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by the neutral “ Punch ” in a “ skit on strike news ” reporting 
dire confusion following the “ downing ” of “ his tools,’’ and 
complimentaidly described as “ the most dangerous man in the 
country,” whose “ diplomacy ” “ worse than war ” was fearfully 
admitted by an interested partisan, Mr. Bon Tillott, to rank 
with “genius,” he had borne a foremost role in the dramatic 
scenes recalled in many of its forty-two chapters. “ Facts ” are 
there narrated within the personal “ knowledge ” of the most con- 
spicuous “ peacemaker ” in industrial conflict of our time. He 
gained, indeed, the hearty thanks of tough disputants by tactful 
settlement of their quarrels ; and wc are appropriately romindcvl 
of the joint gift handed to him by spokesmen both of Scotcli 
coal-owners and of Scotch coal-miners in the handsome shape of 
a silver porringer for his infant daughter, whose christening his 
work as their conciliator had compelled him to forgo. When 
our author told this story to Sir Henry James, that practitioner 
in industrial arbitrament “ curtly remarked, with a gulp in his 
throat,” “ That is a good thing for a man to hear, and for men 
to do.” Lord Askwith, listening to welcome acknowledgments 
of this sort through his official career, reached supremo repute 
for the grateful task of “industrial peace,” and the area over 
which his great sldll was shown was as large as it was diversified. 
He, if any one, was fitted therefore to explore the science and 
display the art of preventing or adjusting strife between employers 
and employed; and in the narrative unfolded in this book he 
has drawn on the abundant stores of rich experience. 

What, we ask, could be more discerning and enlightening, 
at once more witty and more wise, than this realistic “ general- 
isation ? ” “ On the assumption,” he observes, “ that a settle- 

ment must be effected, say at twelve o’clock, with 4he alternative 
of a fight, generally perfectly useless, Scotland will settle at live 
minutes before the hour, and make quite sure; Lancashire will 
settle one minute before that hour; Yorkshire will debate so 
long that they may by inadvertence i^ass the hour and have 
trouble; Wales will take no note of the hour and sometimes 
settle and sometimes not; and Ireland say that the clock is 
wrong and that if it is right they will settle or not without any 
regard to it.” “ Personally,” he adds, with dry, disarming 
humour, “ I prefer the Scottish method.” Or again, to quote 
from another page, could the qualifications of a conciliator bo 
expressed more aptly or pithily than in this comparison made 
with those of an arbitrator ? Lord Askwith, it should bo noted, 
like most other experts on the subject, prefers conciliation, or 
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at least mediation, to arbitration. The arbitrator, he remarks, 
is in a “ very different position ” from that of the conciliator. 

“ He sits as a judge, and as a rule the less he says the better, 
provided that the questions and issues debated before him are 
clear to him. If he pleads judicial ignorance and asks foolish 
questions ... he is done. If he does not understand it is nearly 
certain that before the arguments are finished, trade terms, trade 
issues, the exact difficulties, will bo clearly elucidated.” “ A 
conciliator has to go through the same process, but he must be 
far more quick at getting at the . . . kernel of the dispute, and 
concentrating upon that, with a view to seeing how it can be 
dealt with. If the parties crystallise in hopeless opposition, a 
settlement is doubtful. ... In conciliation the main point is to 
get the parties together and to keep them together and . . . this 
. . . requires patience as the first, second and third qualification, 
and, in a minor degree, tact, judgment of men, ingenuity, courtesy, 
power of interpretation of the wishes of the parties, and an utter 
absence of exliibitions of partisan feeling. Irony, invective, or 
eloquence are unwise weapons to use. They are liable to be 
misunderstood. Anger on rare, but only very rare, occasions 
may bo justifiable. Its strength lies in unexpectedness. Emotion 
is out of place; imagination must be sternly curbed. . . . The 
whole picture must be before the conciliator, but he must be very 
quick in judging the salient features and continuously keeping 
those , . . before his mind, even if many irrelevant matters are 
introduced. The more experience lie has . . . the greater will 
be the influence of common sense, or brain power ... or 
inagnetisin, as some people allege . . . directed to one object 
which, initially perhaps, nobody else in the meeting may desire 
or contemplate. That object is peace, and, as far as possible, a 
durable peace.” There, clearly expressed and vividly portrayed, 
is the complete ideal of the industrial peacemaker. 

We have given these two passages at length, as they furnish 
clear reason for the huge success of their author in actual work 
accomplished ; and that work is placed on permanent record in 
this book, which should be, accordingly, a ‘‘ manual ” for all who 
would understand, appreciate, and follow his example. With 
the brilliant light thus shed, we .are not surprised to read in 
another instructive chapter on “ industrial agreements ” that “ as 
regards personal experience ” Lord Askwith “ can only recall 
a few instances ” where his “ awards have not been carried out, 
and few instances where agreements effected or drafted ” by him 
have been broken.” “ Industrial agreements,” ho pertinently 
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says, are not always worded with great clearness or legal 
precision ” ; and “ allegations of broach ** “ arc very often due 
either to misinterpretation or to misunderstandings.” His book 
testifies indeed, very opportunely, to the genuine and the lasting 
worth of the pacific methods which are its chief theme, although 
we should not forget that, as here described, they were handled 
by an operator of rare deftness, and perhaps extraordinary, if 
deserved, good luck. 

The illuminating tale, thus set forth, of outstanding events 
in this connection between 189(5 and 1914 is prefaced by some 
shrewd remarks on education, and on industrial training, or its 
lack. The story is also subsequently broken by review and 
criticism, no less keen and ])ungent, and equally discriminating, 
of such burning topics as labour exchanges, which are mistrusted, 
and trade boards, which are approved, by iiirn, and “ ca-canny,” 
unemployment, and socialism in its throe x^hases, which he ^s- 
tinguislies, of Marxism, Syndicalism and (luild Socialism. The 
arresting record of the abnormal era of the war^ checkered as it 
was by heartening incident and by balHing, tangled problem in 
industrial relations, is tlien finally ai)X)roachcd. But, in spite 
of axiparent discursiveness in some directions, a connecting 
unity underlies the whole discussion and binds the reasoning 
together. 

On the one hand Lord Askwith hints with cogency that the late 
“ unrest ” admittedly prevailing may be traced to an unnoticed, 
unsuspected cause. He dexterously brings it from its hiding- 
place. There is an obvious strong contrast, as he urges, between 
the zeal shown by the teachei-s of a boy in the elementary school 
he has been attending, and {possibly also by his parents in his 
home, in developing his brains, and kindling 0r fanning the 
stimulating notion that i)rogress and advancement will bo feasible 
or even easy fur him, and the deadening, limited, ungrateful 
drudgery with which he is next faced, of learning in the factory, 
or the workshox), no more than a single, monotonously repeated, 
process, or, it may be, a part only of one process, for an emi)loyer, 
whoso metier it is to make the best use of specialised profici- 
ency alone. This contrast may bring utter disillusionment to 
ardent and high-spirited youth. It may beget a jealous defence 
of vested interest in obstructive rules or conservative restrictions, 
or confirm a tight attachment to established rules or obsolescent 
methods, or it may prompt the hasty, ill-considered search for 
some outlet for cabined energy and dammed ambition. That 
may bo discovered in trade-union leadership which, by a natural 
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consequence, regards “ masters,** with tacit suspicion or frank 
hostility, as necessary enemies. The “ cold entity ** moreover, 
as Lord Askwith justly calls it, of a “ joint stock company, or 
a huge combine,** does not lead to mutual interest, by the channel 
of acquaintance or of friendship, between the employers and the 
workmen. “ The business ** of the former, he emphatically 
repeats, is “ not training but production ’* ; and antagonism to 
the whole system often possesses embittered lads placed in such 
conditions. “ Industrial education ” and “ changed method in 
the workshop handling of labour ” are the remedies demanded; 
and careers for English youths should, in liis opinion, be chosen 
with more care and loss haphazard than they are now. Some 
instructive charts are drawn up with this object in view, and 
such is Lord Askwith’s pertinent introduction to the treatment 
of “ industrial disputes.’* It is, we think, an ‘‘ eye-opener.” 

On the other hand, the important side-“ problems ” discussed 
afterwards arc also linked naturally to the main subject of the 
book in its later history. The .shock of the great war, and the 
rally of the nation together, temporarily at least, produced by 
the overpowering emergency of a grim struggle for existence, 
stayed the advance, but did not, it would now seem, remove 
the poisonous influence, of malignant malaise or dangerous 
disease at work before, setting “ masters ” and “ men ** at 
variance, and ranging the “ haves ” and the ‘‘ have-nots ** in 
opposing camps to be involved in internecine strife. Unhealthy 
symptoms of clas.s \varfare have, after an interval of whole- 
some respite, reappeared. They are tlio outcome of a long 
history. Lord Askwith, it should be noted, urges strongly that 
labour exchanges have, in fact, been a disintegrating force, 
emphasising the distinction between classes; and he similarly 
contends that, in contrast to such perverting policy, the cost of 
maintenance of the unemployed should be properly regarded as 
a charge upon every industry, for Avhicli tlic employers therein 
ought to feel, and to be held, ])rimarily responsible. His state- 
ment and his criticism of Marxism, Syndicalism and Guild 
Socialism, which in tlieir turn are manifestations of “ unrest,” 
are both terse and plain. His comments on the unpleasant 
experiences, mingled with the encouraging happenings, of the 
war period are, too, decisively expressed. 

The grave mischief wrought by the overlapping acts of the 
®iany new departments, dealing separately with wage-claims 
wid making wage-arrangements of their owm without mutual 
consultation, is exposed; and we have seen elsewhere no more 
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damning verdict on the ramif3dng evil consequences of the 
notorious “ stroke ” by Mr. Churchill “ off his own bat ” of the 
12| per cent, advance/’ causing as it did a large addition to 
national expenditure that might have been avoided, and bring- 
ing the reverse of contentment in the Labour Market. To 
his credit, too, it may be observed that Lord Askwith at the 
very beginning of the war saw the vital need of willing co-opera- 
tion of the rank and file of the workers over and above invoking 
the advice and getting the help and influence of their leaders. 
At an early stage, in a report which was not i)u Wished, ho also 
recommended as one indispensable means to that end the sup- 
pression of all profits on the supply of munitions. His wise 
policy and apt schemes were deflected, or were superseded, by 
independent ministerial action. Yet it would not, we think, be 
easy to quarrel with his reasoned argument on the disadvantage 
of the intervention of cabinet ministers in industrial disputes. 
That intrusion, to be depi'ccatcd, he maintains, in time of peace 
iis tending to arouse, naturally, suspicion of political motive and 
personal ambition, running athwart consideration of strict justice 
or exact balancing of economic expediency, was aggravated 
between 1914 and 1919 through the final appeal usually carried 
to the Prime Minister as a dens ex niachina ready to descend upon 
the stage of action. The conduct, indeed, of Mr. Lloyd George 
in 1915 in yielding to the demands of the Welsh miners Lord 
Askwith regards as the initial link of an extended chain of evil 
policy, of which the opportunism still unfortunately exhibited 
towards the proposals of nationalisation after the armistice was 
an end, or perhaps a fresh beginning, no less to be regretted. 
Before the war it seems Mr. Asquith had on one occasion taken 
strongly a more laudable attitude about niinisti^rial interven- 
tion in industrial disputes; and Mr. Buxton’s language and 
behaviour at the Board of Trade had been, in the opinion of our 
author, exemplary. 

But the candour of his outspoken censure of Mr. Lloyd George 
is paralleled by earlier frankness on othiT matters. Lord 
Askwith — and we admire his bold independence, swayed neither 
by fear nor favour — praises Mr. Richard Bell and blames Mr. 
Robert Smillie with the same detachment as that with which 
he condemns the want of leadership among the railway directors 
and the colliery proiirietors, and the lack of a settled labour 
policy, framed and considered a sufficient time beforehand, by 
the Government. Our confidence in his sane and balanced judg- 
ment is enhanced by this stern impartiality, as our attention to 
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his narrative is sustained by the lighter touches with which he 
contrives to relieve, as occasion offers, its usual sombre gravity. 
Of this we may quote one instance supplied by the Belfast riots 
of 1907. There it was found that the carters out on strike had 
not in fact formed any clear idea of their aims, and Mr. Larkin’s 
aid was sought and got adroitly by our author to provide that 
needed step to a settlement of the dispute. With such effect 
indeed was this done that the fiery agitator lectured his supporters 
on their differences with more severity than an employer would 
have dared to use, and, with something tangible and definite 
to deal with, peace was soon conceded by the other side. The 
situation, humorously described by Lord Askwith, was typically 
“ Irish ” ; and yet it also illustrates the general character of the 
methods of procedure ho was wont to follow. They commend 
themselves by their obvious appropriateness to the end in view 
as well as by passing the decisive final test of indisputable 
success. 

What Lord Askwith tried, as conciliator, to achieve through- 
out, was, as he expressively declared, to get “at the heart of the 
difficulty” in each case; .and, for this object, it was of course 
necessary to secure tliat either party to a dispute should first 
conceive and state, clearly and succinctly, wiiat was wanted. 
The mediator was then enabled to narrow down the real issue, 
and he would patiently endeavour to bring the qiiarrellers nearer 
together, until in most, if not all, instances, the reduced final 
difference remaining could be bridged or removed. No pains 
wore too great to secure peace, and, “ if possible,” a “ durable 
peace ” ; and, in such examples as his Music Hall Variety award, 
the careful detailed settlement lie had made became, with slight 
alterations .afterwards, an abiding pact. For somewhat similar 
reasons of definite preliminary declaration of the grounds of 
difference, in one of the best of his ch.aptcrs he highly commends 
that public official “ inquiry .and report ” which is stipulated 
as a prelude, though not as a final alternative, to a strike or 
lock-out in quarrels affecting services of “ public utility ” by 
the Lemieux Act in (^anada. The choice, however, for special 
praise of particular sections in a book where all, we feel, is of 
such high quality, is not welcome ; and we would now end this 
notice by an emphatic repetition of our sincere gratitude to its 
author for bright light freshly shed on a region of investigation 
second to none in present practical importance. We m.ay perhaps 
Venture here to reaffirm our own oiiginal interest in the past 

inquiry; and we have read Indtintrial Probleim and 
■No. 123. — VOL. XXXI. n n 



366 


THE ECONOMIC JOURNAL 


[sept. 


Disputes with increasing admiration for tho fine workmanship 
of Lord Askwith, both as peacemaker ” and as expositor. 
His authoritative account, we are certain, is a shining beacon 
for safe guidance for the future. 

L. L. Price 


The Early English Cotton Industry , by George W. Daniels, M.A., 
with an Introductory Chapter by George Unwin, M.A., 
and some unpublished Letters of Samuel Crompton. (Man- 
cliester : The University Press, 1920. Pp. xxxi + 214. 
Small 8vo.) Price Ss. Gd. net. 

WiTJi this “ praegustatio,” as this clear, bright little essay 
may fittingly bo called, Mr. Daniels whets our appetite for further 
outcome of the “ discovery ” of what Professor Unwin describes 
— and, we can believe from the samj)le offered to us, without 
undue extravagance — as “ probably a unique set of economic 
documents.” In the ** upper storey,” he writes, of a mill at 
Ancoats have been found, and placed at the disposal of the 
University of Manchester for research, the “ day-books, cash- 
books, ledgers, and letter-books ” of a t3^pical business for th*^' 
eventful period between 1795 and 1835, with tho “ whole corrt- 
spondence,” ” invoices ” and “ receipts ” of the firm “ neatly 
endorsed and packed year by year into tin boxes.” This “ entire 
record of a great industrial and commercial enterpiise dining 
the forty years of its most rapid expansion ” has furnished the 
material for “ reconsideration ” of the history of the early 
English cotton industry. It is attempted ui six chapters, 
dealing first with the “ development ” and ” orgaiiisation ” of 
a “ cotton manufacture,” and then with the ” coming of 
machinery,” from Kay with his flying shuttle to the outstanding 
figure of Ai’kwright, whose turn for successful business could 
not be disputed, wliatevcr may have been the rights and wrongs 
of his full title, compared with that of others, to inventive genius. 
The tortuous tale of the “ opposition to tho patents,” which is 
next disentangled, is followed by an account of the introduction 
of the ‘‘ mule,” and the opening, in consequence of its possibilities, 
of a new stage in the growth of tho industry ; and the affairs of 
Samuel Crompton, the inventor of that fresh machine, appro- 
priately named, are, lastly, set forth with the aid of hitherto 
“ unpublished ” letters. 
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We cannot follow hero tho fortunes, or misfortunes, of the 
author of that correspondence; and we must content ourselves 
with notice of what seem to us tho two most conspicuous instances 
of the “ reconsideration ” of economic history which Mr. Daniels 
has essayed and Professor Unwin has endorsed. We feel indeed 
that, as the latter is perhaps tempted away from the strait path of 
relevant discussion and historic neutrality to represent tho Mer- 
chant Adventurers in a less amiable light than that in which they 
have been wont to bo portrayed — as the main hindrance rather 
than the chief instrument of trade-expansion, because they sought 
for themselves and encouraged in others a monopoly, outside 
the range of the districts fettered by which the advantages of 
laissez-faire in Lancashire and the West Riding of Yorkshire 
permitted free and beneficial progress — so the former is betrayed, 
by a natural reaction from previous traditional account, to lay 
too much rather than too little emphasis on the departures from 
tho accepted record he would recommend as truer to tho facts of 
the Lancashire cotton industry. 

On one of tho two poijits, however, wc would mention that both 
he and Professor Unwin arc in broad accord with recent general 
tendencies. They confirm the opinion, which has been spreading 
among informed historians, that capitalism and capitalists 
excrcLed a notable influence before the Industrial Revolution in 
the organisation and hnanco, not alone of marketing, but also of 
production. Mr. Daniels, with fresh evidence at his service, 
throws doubt upon the theory that before the factory era the 
majority of work-]>eople were independent producers. For the 
purchase of raw materials as for the sale of finished goods many 
were “ economically ” dependent on tho “ -Manchester merchants 
from an early date, and, later, the “ greater proportion ” of tho 
fustian weavers ” — fustian, it should be remembered, being the 
antecedent or beginning of cotton-manufacture — were, in effect, 
the work-people of “ capitalist-employers.’* Mr. Daniels makes 
the interesting additions that between ‘‘ journeymen ’* and 
“apprentices** and such ‘‘capitalist-employers** “undertakers** 
intervened, who, owning three or four looms, were yet essentially 
employees, and that “ combinations ’* found in Manchester 
linked tho older forms of association of tho “yeomanry,” 
subordinated to the “ livery companies,** ivith the modern trade 
^ons that we know. 

The other of tho two new readings to which we would refer 
IS more novel, but it is hardly less convincing. It is connected 
With the supposed combination of agricultural and industrial 

D D 2 
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work. Mr. Daniels urges that in the early English cotton industry 
the evidence, when reviewed, indicates that from such alleged 
dovetailing the great majority of those who lived in Manchester 
and its neighbourhood, and other crowded centres, must obviously 
be “ ruled out,” and he draws a pertinent distinction between 
small farmers, combining occupations, and cottagers entirely 
employed, except at harvest, in industrial work. The former 
were, he holds, only a limited class and the latter far outnumbered 
them. 

In conclusion wc would comment favourably in a sentence 
on his balanced view that the economic movement at the time 
examined, namely between 1795 and 1835, was, in its early 
stages, ” more constructive than destructive,” and that the 
dominant factor, subsequently introduced, in the formidable 
shape of the Napoleonic war, was disturbing and distorting, 
wasting production, embittering industrial relations and thwarting 
social dcvcloi)ments. 

L. L. Price 


An Econmnic History of Ronie to the End of the Republic. By 

Tenney Frank. (Baltimore : The John Hopkins Press. 

1920.) 

One attractive feature of this book is that the author ])ays 
special attention to such archflcological evidence as bears upon 
his subject. Thus we have in Chapter I an account of the drcainage 
system (the so-called curiculi) which bears witness to a highly 
intensive system of agriculture in parts of early Latium (pj). r>- 9). 
The foreign trade of Etruria and Latium in the prehistoric ])criocl 
is illustrated by reference to grave-finds (pp. 16-17, 22 -24). 
The fifth chapter explains what light is thrown by early Roman 
coinage on the relative values of the precious metals, and discusses 
the monetary policy of the Republic, which was apparently 
based on the two principles of using both bronze and silver coins 
as legal tender, and of varying the weight of as in accordance with 
the fluctuations in the silver-price of copper. The management 
of the State-mines in Spain is described from the evidence of tlio 
Lex Metalli Vipascensis (pp. 144-5). In the eleventh chapter 
we have an account of ” Industry at the End of the Republie, 
which is based upon a study of Arretine pottery, the brick-tradc, 
the glass-trade, the bronze-work of Capua, the watcrpipe-makcis 
of Rome, the gem-engravers of the Via Sacra. Chapter XII is 
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mainly devoted to the trades and industries of Pompeii. We 
do not gather that Professor Frank claims to have made now 
discoveries. But his exceedingly careful synopsis of the archaeo- 
logical evidence will be most useful to economic historians who 
are not so completely versed as he in the technical literature of 
his subject. It is only natural to find that evidence of this kind, 
especially that dating from the earliest periods, leaves a consider- 
able field for conjecture ; and we do not feel altogether confident 
that Professor Frank is on firm ground when he begins to deduce 
the social conditions of primitive Latium from the evidence of the 
curicyli. But he has made it easy for his readers to distinguish 
between the facts and his inferences, and the latter certainly 
deserve respectful attention. 

Professor Frank, however, by no means relies exclusively 
upon archsGology. For the agriculture of the historical period, 
for the development of commerce and capital on the great scale, 
it is the literary sources upon which we must still rely in the main, 
though here and there the spade may turn up objects which bear 
witness to some kind of factory system, if that name can appro- 
priately be applied to a mere organisation of hand-labour. 
Professor Frank uses his literary evidence with discretion — witness 
his excellent remarks on the reliability of the earlier Roman 
historians (p. 34). Now and then he gives us reason to suspect 
that he is more at home in classical than in economic studies. 
Wc find it difficult, for instance, to follow him in supposing that 
the client of early Latium made a living out of a garden-plot of 
two jugera (the heredium, which he oddly calls a copyhold), and 
his own footnote to the passage in question shows that he feels 
himself on uncertain ground (p. 11). He taxes the Plantagenets 
of fourteenth-century England with reducing “ the so-called pound 
to a fourth of its size,” a remark which shows a strange ignor- 
ance of English numismatics (p. 75). Still we are in his debt for 
good materials vivaciously interpreted. Excellent, for example, are 
his sketches of the operations of Rabirius Postumus (pp. 227-8), 
about whom we shoidd probably know much more if Cicero had 
been briefcvi by his opponents, and of the immortal Trimalchio 
(pp. 264-5), in whom Professor Frank sees the type of the specula- 
tive shipowners of Pateoli. We get good short accounts of the 
business of a Roman banker (pp. 231-2), of the Italiote commercial 
community at Delos (pp. 233-6). The fifteenth chapter is 
specially devoted to tlie labourer and his status. Professor 
Prank finds evidence of free craftsmen at Romo and Pompeii, 
but he points out that the shipwright gilds at Ostia seem to 
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have been composed of f reedmen, and that the workmen mentioned 
in the inscriptions are, as a rule, either demonstrably or presum- 
ably of that status. He calls attention to the miserably low 
rates of wages which prevailed at Delos, in Roman Spain and in 
Roman Egypt. The collegia of the republican period, though 
no doubt important as social organisations and benefit societies, 
do not seem to have aimed at improving wages or conditions of 
labour, as they did occasionally in the late days of the Empire. 
The success of political strikes under the early republic might 
well have suggested a policy of wage-strikes ; but it was hopeless 
for the free labourer to demand high wages in a community which 
commanded an inexhaustible supply of cheap slave-labour of 
every grade of skill. 

H. C. Davis 


Economics of the Silk Industry: a Study in Industrial Organisation, 
By Ratan C. Rawlley. (London : P. S.‘ King. Pp. xv + 
349.) 

Some apology is due to the author for this late notice of a 
book which appeared at the end of 1919. Even now, the notice 
can hardly be adequate, for lack of tlio very specialised knowledge 
necessary in the reviewer. The book is split up, somewhat 
arbitrarily one must admit, into Parts. Part I contains chapters 
on Early History, where much curious and fascinating information 
is collected, and on the Recent History of the Kashm ir Silk Industri/, 
which a Western reader can merely peruse and thank foi-. J^irt II 
has chapters on the geographical distribution of silk-production 
(not manufacture), and on the economic environment appropriate 
to successful production; this second chapter being mainly 
metcorologieal. 

Part III is headed Production (the first two Parts have no 
headings), but deals with no process beyond that of reeling. 
It is mainly concerned with very tecJmical, but most interesting, 
discussions of the economic factors affecting the rearing and 
cocoon-producing industries. Some economic points might have 
been more lightly handled. It was hardly necessary to state 
at length that “ the first important factor that exercises a great 
influence on the wages of labour in the cocoon-producing industry 
is the cost of living” (p. 110). One chapter, on silk and the 
State, would provide some useful modern footnotes to Adam 
Smith’s discussion of bounties : it also contains a full account 
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of the silk monopoly system of Kashmir, which might also have 
interested Smith. 

Part IV (pp. 197 — 317) deals mainly with manufacturing and 
largely with this country. It is rather disappointing to find that, 
at a point where, for once, one is able to check it (the spun silk 
industry of Ifcadford), nothing of special interest, and certainly 
nothing new, is said. In fact the passage is barely accurate : 
but possibly Mr. Rawlley did not get into Manningham mills, 
whore experts are not always welcome. There are few footnotes 
or other means of checking the information in this Part : almost 
the only authority quoted for several (jhapters is the Tariff 
Commission. There are tlirce intoi-esting, if not exhaustive, 
chapters on foreign competition and tariffs. Part V has a chapter 
called in the Table of Contents “ Commercial Organisation ” ; 
which, however, deals entirely with “ conditioning.” In the 
text, the heading “ commercial organisation ” of the Table is 
wisely dropped. The final chapter is devoted to the marketing 
and distribution of raw and waste silks. On the manufacturing 
and commercial side, which will most interest the average British 
economist, the book is not complete ; but it gives a fair account 
of a little studied industry. 

J. H. Clapuam 


Introduction to Public Finance. By Carl Pleiin, Ph.D., LL.D., 
Flood Professor of Finance in the l^niversity of California. 
(New York : Blacmillaii Company, Fourth Edition, 1920. 
Pp. xix + 446. 8 VO. Price I?*-, net.) 

Professor Plehn's work is so familiar to British students 
that without detailed description or further eulogy we may 
content ourselves by saying once for all that it is in many 
respects an excellent handbook for beginners. A fifth edition 
is, we hope, destined to appear, and in no unfriendly spirit we 
offer a few suggestions for making it still more useful to the 
uninitiatoil for whom it is intended. 

Everybody knows the “ gawky ” boy, who has lost the 
engaging simplicity of a child without yet becoming a serious 
adult. The Introduction seems to be in this awkward stage of 
development. The slender outline of accepted generalities which 
was welcomed in 1896 has grown in a quarter of a century until 
in size and price it challenges comparison with a manual for 
advanced students. Its greater bulk offers a wider target for 
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criticism, but its vulnerability is increased by the addition (often 
without argument) of decided opinions upon many disputed 
questions of theory and practice. The young student who 
swallows like a bolus assertions of this character without quali- 
fication, limitation, and reasoned analysis, is in danger of falling 
into unbalanced dogmatism. “ Theirs not to reason why ” may 
or may not be all very well on the battlefield, but ought not to 
invade the classroom. 

The author has evidently tried to cover a great deal of ground 
in quick time, but the difl&culty of making statements which are 
at once short and accurate has not been very happily surmounted. 
On page x we arc told that “ the burden of taxation is light only 
when the money is well spent.” On page 132 “ the burden of 
taxation is light only when properly adjusted to all the shoulders." 
We know well enough what is meant by these passages, but the 
beginner, even if in the absence of explanation he can understand 
them, may wonder how they can both be true. Again it is said 
that while a tax on legacies “ may properly be^progressive, it is 
wholly illogical to impose progressive rates on the entire estate. 
For that means that the privilege of inheriting §500, say from a 
million-dollar estate, is worth more than that of inheriting the 
same amount from a $1000 estate. Although the principle is 
clear legislators often attempt ridiculous applications.” Some- 
thing more than this is needed to make it intelligible, not to say 
clear, to the reader. Perhaps for “ more ” we should read “ less.” 

It is all to the good that a treatise on finance, even though 
it be elementary, should be fortified by facts and figures as well 
as by general ideas. But some of the concrete examples, like the 
list of licence duties in the United Kingdom in 1908, are both 
out of scale, having regard to the scope of the Y^lume, and out 
of date. The Customs, Excise, and Inland Revenue figures 
generally are for that year, which is hardly defensible in this 
new edition. The statistics of national debts are still older 
(1904-5). The “latest available figures” iire inserted on a 
separate page at the end ; but if earlier detailed statistics were to 
be retained those for 1914 would have been much more to the 
point. In France, we are informed, “ the most important 
indirect taxes were leased for 166,000,000 livres, and those col- 
lected by the government were 51,600,000 livres,” but there is 
no indication of the date. In more than one passage certain 
French taxes are said to have produced so much a year “ under 
Necker.” As Necker spent several years at the Ministry of 
Finance between 1776 and 1791 more precision was to be expected. 
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The bibliography is rather surprteing. Some forty works in 
English, French, German, and Italian are recommended for 
supplementary reading. A student's time and energy are limited, 
and it seems almost cruel to turn him on to McCulloch (1863), 
Goschen (1872), Rau (1850), von Hock (1867), and other old 
writers without mentioning more significant authorities of 
recent date. Leading living writers might well replace their 
antique predecessors. The young American who wants to study 
the financial history of his country should surely be told of the 
existence of such American histories as that by Professor Dewey, 
instead of being guided only to a book written in German 
half a century ago. The French, German, and Italian lists are 
far from representative or up-to-date. The path of the beginner 
might be made more smooth in this respect. 

We refrain in this note from comment upon the argumentative 
portions of the book. »So far as they are critical of Professor 
Seligman's view's we may await his forthcoming magnum opus 
w'hich is eagerly expected on both sides of the Atlantic. 

Henry Higgs 


The Financial Organisation of Socieli/. By Harold G. Moulton. 

(University of Chicago Press, §4-00 net.) 

This work is primarily intended as a textbook for American 
students desirous of entering on a career of business or finance, 
and aims at describing the financial organisation of the United 
States. 

Within these limits the book can be recommended; the 
various institutions dealt with are well described, the explana- 
tions are clear and sufficient. The chapters on the different 
kinds of banks and money-lending corporations and that on the 
Federal Reserve System are particularly good. 

But the author seems to have thought it necessary to preface 
his practical business course by a cursory glance at the theory 
and nature of money. A knowledge of these subjects is no more 
necessary to the making of a sound commercial man than is a 
study of hydraulics and the chemistry of w'ater to the making 
of a good swimmer, and an inadequate treatment of so difficult 
a subject as money (regarded as a science) only leads to obscurity 
m the writer and confusion in the mind of the student. 

The author sets o\it by saying that “ the significance of the 
monetary unit may be best apprehended if it is thought of as a 
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certain definite weight and. fineness of metal/* but in the next 
paragraph he explains it as a sort of language device ” or 
“ word symbol/* conceptions which are in evident contradiction. 
In the following section he discusses the importance of the 
“ pecuniary unit ’* in business administration, in the apportion- 
ment of family expenditure and in economic organisation. But 
he here teaches nothing more useful than the obvious statement 
that in money transactions money terms are used. From this 
he goes on to the familiar conception of money as a standard of 
deferred payment, which he curiously enough puts first, a medium 
of exchange and a store of value. It may have been well enough 
to make such dogmatic statements with our knowledge of fifty 
years ago, but to-day it docs not suffice without, at least, men- 
tioning the difficulty of regarding as a standard what is infinitely 
variable, or of putting into store what is but a relative term. 
Again he makes the erroneous statement that, before the develop- 
ment of modern banking, wealth Wtas usually stored by hoarding 
the precious metals. lie docs not seem to be aware that banking 
is of high antiquity. 

When he deals with the nature and functions of credit, the 
author says that credit is “ synonymous with borrowing,** and 
that “ the thing loaned on credit may be either commodities or 
funds.** Putting aside a few trifling exceptions, goods are never 
loaned, they are sold and the practical and legal effect of a sale 
and a loan are distinct. As for credit being synonymous with 
borrowing, one need merely refer to the innumerable circum- 
stances in which relationship of creditor and debtor arises (c. g, 
when a housekeeper pays her books monthly instead of paying 
cash for each article), to sec how misleading this statement is. 

Then, again, the author calls a share-certificate a credit 
instrument, which it certainly is not, at least in^ the general 
acceptation of the term. 

The treatment of credit is particularly unsatisfactory, and 
it would look as if the author had not studied the works of the 
great master of this branch of Economics, H. D. Macleod. He 
professes to classify Credit in different categories, but what he 
really docs is to classify the different kinds of business which 
obtain loans — the nature of the credit given being, of course, 
the same in all cases. 

In dealing with legal tender, he repeats the familiar error 
that “ the purpose of legal tender is to legalise the settlement of 
obligations,** and that money has been given the quality of legal 
tender in order to avoid endless disputes. “ Money *’ has never 
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been given the quality of legal tender, though some forms of it 
have. Modem legal tender laws are merely the heirs of similar 
older laws requiring the public to accept Government coins at 
their nominal value, and no topic fills more space in the history 
of money than the efforts of Princes to force their coins on an 
unwilling public and the ruses employed by the victims to escape 
the odious obligation. The object of legal tender laws from the 
time of the Roman Empire (or earlier) was to maintain the value 
of the Government coins, though nineteenth century legislators 
may not have known it. 

The author would have been well-advised to have limited 
himself to a description of American financial institutions, a 
subject of which ho is evidently mastt^r. The study of Money 
does not lend itself to perfunctory treatment. 

A. M. Innes 


The Monetary Outlook. The Garton Foundation. (London : 

Harrison & Sons, Ltd. Pp. 70. Price 1^^.) 

The anonymous author of this little book has successfully 
achieved the task of getting into a small space an adequate and 
lucid discussion of the most fundamental of our present and future 
financial problems. 

His discussion centres round the part played by the Govern- 
ment and the banka in the creation of cash and deposit currency 
during and immediately after the War. He shows clearly that 
the banking system could not have continued for more than a few 
months to support the inflation of credit if there had not been, 
in the background, the knowledge that legal tender notes would 
be forthcoming when necessary. 

He traces the continued increase in prices, even though the 
increase in Treasury Notes and the borrowing from the Bank had 
ceased, to the fact that a state of rising prices is infectious, and 
that the banks had not made full use of their powder to expand 
the credit which the existing volume of Treasury Notes was capable 
of sustaining. He does not discuss the question : had the banks 
also power to support a larger credit structure on relatively smaller 
cash reserves in consequence of the extensive banking amalgama- 
tions that took place during the War ? 

He shows clearly the reasons why there is a difference of view 
between practical bankers and theoretical writers about the 
operation of inflation during and subsequent to the War. He 
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illustrates how a loan by the Bank to the Government is an 
addition to the cash resources of bankers and a basis for a poten- 
tial increase of deposit currency to six times the amount. 

However, the author needs to modify his statement that 
bankers resent being blamed for contributing to inflation. For 
instance, bankers, like the Chairman of the London Joint City 
and Midland Bank, are quite aware of their responsibilities in 
this respect. His predecessor, the late Sir Edward Holden, stated 
in his address to the shareholders of the bank, January 1917, 
that “ bankers are great manufacturers of credit.*’ 

The significance and dangers of the floating debt are adequately 
discussed; and the point is emphasised that the statiitory limit 
to the issue of Treasury Notes may be exceeded by the banks 
running off too many Treasury Bills and investing their proceeds 
in commercial bills. 

He discusses with insight and yet restraint the payment of the 
floating debt by a funding loan and by capital levy respectively. 
In the event of these measures being ruled out, he shows the 
necessity of controlling price fluctuations during periods of 
expansion and stringency. A regime of national paper monies, 
he states, makes this possible, and agreement among bankers is a 
condition precedent to such control. Many of us should be slow 
to give the Government power to regulate fluctuations in general 
price levels, and shoidd prefer to face the evils incidental to the 
automatic check of an effective gold standard. 

On page 25, where he analyses the operation of a funding loan, 
should not the statement “ and the Government pay that one 
hundred pounds to my bank,*’ read as, “ and my bank pay that 
one hundred pounds to the Government ” ? 

T. A. Smiddy 


An Introduction to the Study of Prices, with special reference to 
the History of the Nineteenth Century, By Walter T. 
Layton. (Ijondon: Macmillan & Co. 1920. Pp. xiii + 
194. 7s, 6d, net.) 

This book, which was reviewed in this JoubnaIi, June 
1912, is now reprinted with the addition of a valuable chapter of 
twenty-four pages on Prices and Currency since 1913. Most of 
the figures in the original appendices are brought up to date. 

The author clearly shows an accurate insight into the essential 
factors that gave rise to the unprecedented price movement of 
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the last five years, and an accurate appreciation of the various 
theoretical principles involved. 

The same laudatory remarks made by the reviewer of the first 
edition might, indeed, bo also applied to this chapter. In a brief 
space one obtains the main causes and statistics of price move- 
ments during this period in Great Britain and foreign countries. 
The author discusses the action of the Government control on 
prices, and describes the different methods by which this control 
was effected ; also, why this control is more effective during the 
War than in normal times. In war time the system of control 
was complete, and prices ceased to perform their normal function 
of determining into what channel the labour and capital of the 
n.ation should flow. This was determined by the programmes of 
jiroduction, assigned by the main jiurchasing departments of the 
Government. 

Ho correctly shows the reasons why it was possible during 
the War, and until towards the latter half of 1920, to fix wages 
by reference to the index numbers of prices of the cost of living 
of a tyjucal working-class family, and why there has been since 
then a revival of the principle of what the industry could afford 
to pay. Those having experience of the working of wages boards 
realise the difficulty of choosing between the one or other of 
these two criteria, or adopting a partial application of both. In 
many cases wlierc the employers (when tlie cost of living was 
rising), formerly invoked the principle of what the industry could 
pay, they arc now invoking the principle of the cost of living in 
order to justify a falling wage. 

He rightly alleges that the balance of argument is in favour of 
getting back to a lower level of prices, and tliat our currency 
policy should be again to revert to the gold standard. We shall 
then liave an automatic means of removing the currency from 
the arbitrary control of Governments. He does not describe 
how this policy could be canned out, which is not cpiite within the 
scope of his book. 

His statement tliat “ At the worst, the depreciation of the 
dollar, during the Civil War, only reached 40 per cent.,*’ seems 
less than that given by recent American writers on the subject. 
Professor W. C. Mitchell in his GoW, Prices and Wages under the 
Greenback Standard, p. 295, states that the maximum depreciation 
was registered on July 11, 1864, when the greenback dollar gave 
a gold value of only 35'09, and gold dollars were quoted at a price 
of 2-85 greenback dollars. 


T. A. Smiddy 
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Is I'rade Unionism Sound? A Suggestion for outflanking the 
Pimer of Capital, By J. H. Bunting. (London: Bonn 
Brothers. 1921. Pp. x + 98.) 

Mb. Bunting never actually says in so many words whether 
he does regard Trade Unions as sound or the reverse, but as he 
advocates a free market for labour and the abolition of collective 
bargaining, it is clear that ho has decided misgivings on the point. 
It is only fair, however, to say that he has no feelings against 
Trade Unions as such, and that his proposals are generally made 
in the interests of the workers. The argument of the book, very 
briefly summarised, is as follows : The supply of capital should 
be greatly increased. The effect of this would be to bring down 
the rate of interest, and tJic share of the national income which 
goes to capital would, the author thinks, be diminished both 
absolutely and relatively. He realises that capital has to be 
produced before it can be increased, and suggests that the workers 
should accept in a free labour market the highest wages they can 
get, and set to work to increase production. It is admitted that 
this would involve hardship to the workers, but only for a short 
time, and wages, owing to the demand for labour which would 
be created through tlic cheapening of commodities, would very 
soon be raised above the level whicli could be obtained by collec- 
tive bargaining. For if the workers would accept the lower 
wages to begin with, prices would be reduced. If only the workers 
would agree to this programme, w'e could have much higher 
wages, much lower prices, and all would be well. 

The argument is based on more than one economic fallacy, 
for the author appears to hold that any encroachment made by 
the workers on the income which goes to capitalists must of 
necessity be met by the community in higher prices. This does 
not follow. Nor does it by any means follow that a fall in the 
rate of interest diminishes the absolute share of the national 
income obtained by capitalists. But even if the argument were 
beyond criticism on economic grounds, Mr. Bunting’s programme 
does not fall within the range of practical politics. The author 
altogether underrates the importance of the human factor. 
Working men and women are not going to submit to a reduction 
in their standard of life if they can help it, even for a few weeks, 
on the purely theoretical supposition that by such action they 
may be able to raise it greatly in the near future — especially 
when they see people all round them squandering wealth on 
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superfluities. If Mr. Bunting would put his case before a Trade 
Union audience, he would probably soon bo convinced of this, 
and he would also have to meet a good deal of criticism of his 
economic argument. 

H. Sanderson Fueniss 


Trade Unionism. By Henry H. Slesser. Second Edition, re- 
vised. (London: Methuen. 1921. Pp. viii -h 136. Price 
6s. net.) 

It seems rather unfortunate that this book is published as 
a second edition, for it is practically a new book — very different 
in character from the volume published in 1913 under the same 
title, and in some respects a better book. Mr. Slesser regards 
the present work as a critical study and not a textbook (p. vii). 
His book, while it certainly does contain some rather incisive 
criticism of Trade Union methods and policy, as well as of Trade 
Union officials, nevertheless travels once more — and rather 
hinriedly — over now w^ell-known ground which lias been fully 
explored by Mr. and Mrs. Webb and ilr. Cole. What Mr. 
Slesser has to say with regard to the legal aspects of Trade 
Unionism (as to which he has a wide and practical knowledge) 
is much the most valuable part of the book. Unfortunately, 
he deals very slightly indeed with the economics of Trade 
Unionism, less than five pages at the end of the last chapter 
being devoted to this part of the subject, and even this meagre 
discussion is not particularly satisfactory. For instance, has 
there been a remarkable decline in the interest shown in the 
purely economic aspects of Trade Unionism '' (p. 124) ? Have 
the Guild Socialists abandoned the purely economic argument 
(p. 125) ? Have the lugubrious prophecies of Malthas become 
the monopoly of Dean Inge (p. 125) ? 

Mr. Slesser appears to be one of those people who wish them- 
selves back in the Middle Ages, and as a means of getting there, 
is apparently willing to advocate a strike against the use of 
machinery (p. 22). He soema to imagine that morality and 
justice flourished before and have completely disappeared since 
the Reformation — a point which perhaps lies beyond the scope 
of the Economic Journal. However, Trade Unionists will be 
glad to know that “ the only secular movement which has 
successfully challenged post-Reformation injustice has been the 
work of the uneducated manual labourer” (p. 129). 

The book shows signs of having been very hurriedly written. 
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and with a little more revision the- American Civil War would 
not have been called “ the War of the American Independence ” 
(p. 25), Tom Quelch would have been Harry Quelch (p. 84), and 
several almost meaningless sentences scattered up and down the 
book would have been put into shape. 

H. Sanderson Furniss 


Wealth and Work, By George W. Gough, M.A. (New Era 
Library.) London : Philip. Pp. 260. 

The author of this little book is thus described in a note 
prefixed to one of his earlier studies by the publisher. “ The 
author is the son of a railway servant. . . . Mr. Gough’s greatest 
pride is that he is ‘ of the people,’ and that he can speak to the 
workers as one of themselves.” He speaks to them, indeed, 
both persuasively and sensibly; not like the “foolish people 
who want to get the votes of people more foolish than them- 
selves,” as he describes the preachers of revolution. Referring 
to their doctrines he says well : “ Suppose that at a given 
moment every capitalist in England was knocked on the head 
. . . the constantly necessary supplies of new capital would 
be affected. They would be killed off too. Capital comes into 
existence as the result of human efforts. All the people capable 
of making those efforts have been killed. ... Is it rational to 
suppose that the murderers w'ould suddenly be endowed with 
the practical economic good sense of their victims ? . . . Those 
who would put an end to the present system of allowing a man 
to own as much capital as he can get, and to use it in his own 
way for his own advantage, do not tell us very clearly whether 
they think they can replace these two motives (the joy of exert- 
ing one’s powers and the prosjKJct of pecuniary profit), which 
now give society the services of efficient managers of giant con- 
cerns by other motives just as good from the social point ^f view. 
They rather slur over this point, but it is the one point that 
matters.” With reference to the motives of workpeople, this man 
of the people teaches : “ reforms which suppose that a man will 
work better for the State or a Guild than he does for a private 
person, are built out of hopes and founded oh dreams.” 

The booklet is an economic gem, of which the value is en- 
hanced by the setting of a lucid and attractive style. Familiar 
truths are brought out with new clearness by apt illustrations, 
often taken from literary sources. Thus the efforts and sacrifices 
which constitute cost of production are illustrated by Robinson 
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Crusoe’s manufacture of a tobacco-pipe. When David Balfour, 
in R. L, Stevenson’s Kidnapped, supported himself on a desert 
island by knocking limpets ofiE a rock, the stone which he used 
for that purpose was his only capital. The old law of partner- 
ship is illustrated by the incident that Owen, in Rob Boy, was 
put in the Tolbooth for the debts of the firm of Oshaldistone 
and Tresham, in which he, their clerk, had invested his small 
savings. Wo expect a flavour of literature in the work of one 
who is distinguished as a novelist, tlic author of The Yeoman 
Adventurer. As the model of that delightful romance he seems 
to have taken, not unsuccessfully, the Waverlcy Novels. This 
is not the place to express admiration for tlic noble character 
of the chivalrous yeoman. But it is not irrelevant to remark 
that to follow in the steps of Sir Walter, even at a distance, 
implies a wide and deep knowledge of human nature— no slight 
part of an economist’s equipment. 

In the attempt to popularise economic science, Mr. (Slough 
has many rivals, past and present. There is Bastiat, and before 
and since his time many an instructive tale illustrating economic 
truth. But Mr. Gough’s primer has the peculiar merit of pre- 
senting the more recent refinements of economic theory. The 
modern doctrine of margins, for instance, informs his work. 
Now wo have the picture of the hungry iron-moulder, whom his 
wife helps again and again to meat-pie. “ During the meal 
there has been a marked change in tlio man’s attitude to the 
meat-pie.” Again, the employer takes on man after man up 
to the i)oint at which the addition to the output made by the 
last man approaches what the man is to receive as wages. The 
remuneration of the entrepreneur is remarkably well analysed. 
Suppose that “ every economic factor that contributes to the 
business has been fully remunerated at the current market rate, 
and the total is £5000,” and that the cai>italist employer finds 
that the sum which he can transfer to his private account is 
£6000. Of what service is this extra £1000 the price? It is 
“ the price which society must pay for the benefit which it 
receives from services of go-ahead men. . . . Enterprise, when 
first undertaken, rightly gets an income of its own. But enter- 
prise is easily imitated, and so in time it loses its reward. It is 
a disappearing income.” 

Having regard to the substance and the style of this little 
book, we think that it may- compete with a fair chance of success 
for the distinction of being the best introduction to the study 
of Political Economy. 

P. Y. Edgeworth 

No. 123.— VOL. XXXI. K B 
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Coal, Iron and War, A Study in Industrialism, Past and Future, 
By Edwin C. Eckels. (London: G. G. Harrap & Co., 
Ltd. Pp. ix + 375. Price 125 . 6d. net.) 

The matter of this book is wider than its title. It not only 
deals with other products and metals, as well as with the coal and 
iron industries^ but examines the development and the future of 
the whole industrial system. In the author’s words, ** stress is 
laid upon coal and iron, not merely because of their basic 
character and importance, but because such limitation will aid 
in giving definiteness to the study.” In the second part of the 
book, for instance, which deals with the Material Bases of Indus< 
trial Growth, he deals also with petroleum, natural gas and water 
power, and with chemical and structural materials. Wliilst 
written primarily from the American standpoint, the book treats 
industrial development in all countries. 

The first of four parts into which he divides the book contains 
an admirable sketch of The Growth of Modern Industrialism. 
Separate chapters are devoted to the chief industrial nations, 
and points of comparison and contrast between them arc well 
set out. Specially interesting is the analysis of how Great Britain 
and the United States, starting level in 1760, and with differences 
in their times of development, again reached a rough equality 
about the close of the nineteenth century. Attention may also 
be drawn to the analyses of the rates of growth of population 
in different countries. The general treatment is preceded by a 
good concise summary of the coming of the Industrial Revolution. 
The author perhaps underestimates the extent to which the first 
half of the eighteenth century was preparing for the change; 
and there may be over-emphasis to assert that “ within a 
half-century (1760 to 1810), the old type of BritiA industry was 
to be swept completely away.” The part ends with a brief 
summary of the ” trend and effect ” of the new industrialism. 

In the second part, The Material Bases of Industrial Growtli, 
various products and industries are taken separately, and their 
position and future prospects analysed. Special attention is 
paid to the possibility of exhausting the supplies of materials. 
In a reasoned argument, the author does not appear to have any 
immediate fear of exhaustion, but anticipates increase in cost of 
coal and iron within a comparatively short time. The position 
as to possible substitutes for coal is carefully analysed. The 
conclusion is that the supplies of petroleum and natural gas are 
more limited than is often supposed, and that ” hydro-olectric 
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developments are likely to be supplementary to the use of coal 
and not in competition with it, and therefore cannot go far to 
economise the coal supply. In these respects the author may 
perhaps be over-cautious, but his treatment appears to be based 
on wide knowledge and should be a good corrective of over- 
sanguine anticipations. He gives reasons for believing, on the 
other hand, that the consumption of coal and iron will bo less 
in the future than in the past. In the concluding part of the book, 
he anticipates the growth of strong self-supporting national 
states and less localisation of particular industries in different 
countries. In consequence of this, “instead of using one-third of 
our coal merely to carry goods up and down the earth, wo will 
be able to use this fuel in more directly economic ways.” In 
addition, attention is drawn to the unequal distribution of the 
chief minerals and metals between different nations. 

The third part of the book. The Causes and Effects of Indus- 
trial Growtli, opens with an interesting analysis of its chief factors, 
which are divided into growth of population, increased consump- 
tion, and improved access to markets, one or other of them 
accounting for the whole development. A subsequent chapter 
deals with inventioti and discovery in different branches of 
industry and trade, and has an excellent chronological table of 
discoveries in parallel columns. Other subjects are prices, the 
share of the worker, the development of the corporation, and 
legislative helps and hindrances. 

The book terminates with a treatment of The Future of 
Industrialism. The author’s conclusions arc in the main opti- 
mistic. Industrialism has produced increased wealth, and a higher 
standard of comfort, and, provided the losses due to the late War 
can be made good, should continue to do so. Tlie author pro- 
vides an interesting analysis of the cost of the W ar. Development 
will also be on the lines of democracy and strong national states. 
The least favourable outlook is in regtard to future peace. The 
physical resources of the world are not limited and are unevenly 
distributed between nations. Pressui'e of those which are less 
w'ell endowed, therefore, and have a lower standard of living, 
will be liable to lead to wars or intensified economic competition, 
unless the world “ can arrive at some better method than war of 
settling economic disputes and difficulties.” These final conclu- 
sions are preceded by an analysis of the future and rate of growth 
of industry and of world competition. There is also a chapter on 
the growth of political beliefs. 

Mr. Eckels has done an excellent piece of work, covering a 
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wide field, in an important subject; and in the space at his 
disposal, ho has treated it thoroughly. His method of taking 
and analysing each question in tui'n leads to a clear statement of 
the position ; and the parts are correlated to produce a coherent 
and consistent whole. The treatment is illustrated by adequate, 
but not excessive, figures and tables. There are a number of 
charts, but these, on the whole, arc not so good as the other 
illustrative matter. The whole book, however, is a valuable 
contribution to history of economic development, and seems 
suited to form a basis for a wider and more detailed study. 

N. B. Dearle 


Corso di Economia Polilica, Professor Acujlle Loria. (Second 
Edition, 1919. Bocca, Turin. Pp. 7C1.) 

Verso la Giustizia Sociale. VoL L Nel Tramonlo di an tiecolo 
(1880-1904). Professor Acjulle LoRfA. (Third Edition, 
1920. Socicta Editricc Libraria, INlilun. Pj). 014.) 

Some University teachers of economics may justly be cliarged 
with publishing too little and too seldom. But Professor Loria 
is not one of these. Indeed I should guess that no living econo- 
mist of international reputation has published more, or more 
often, than he, who from his watch-tower at Turin lias beer 
radiating new lights over an ever-widening field of study thes») 
many years. The two new editions before us arc fresh evidence 
that his writings are widely read, and the number of his books 
w^hich have been translated shows that it is not only an Italian 
public to which he apjicals. Tf the general opinion which his 
fellow-economists hold of him were canvassed, it would be found, 
I think, that his most conspicuous qualities w<»uld be held to 
be, not a sound and steady judgment, nor even a serene con- 
sistency, but a daring originality and suggestiveness, combined 
with much erudition. 

What most sharply distingriishes his Corso from other cxjiosi- 
tions of general principles, and what he himself regards as its 
most fundamental doctrine, is his theory of population. 
maintains that “ the procreative activity of man is the chief 
factor in progress.” Increase of population, in his view, has 
been and still is the dominant stimulus to invention and economic 
improvement. For it is the insufficient productivity of the soil, 
which forces mankind, on the one hand, to migrate to virgin 
lands and, on the other, to improve methods of cultivating lands 
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long settled. It is the pressure of population, which has been 
the root eause of all the larger historical changes in social organisa- 
tion, from primitive communism to slavery, from slavery to serf- 
dom, from serfdom to modern capitalism, the latter only assuming 
its essential character when all available land is appropriated, so 
that no “ free land ” remains as an alternative source of liveli- 
hood to work for wages. The history of the United States 
illustrates this most clearly, and colonial history in temperate 
climates is the key to all economic history. Individual property 
in land has succeeded common property because it is more 
efficient, and the spur to the attainment of greater efficiency has 
been the growing pressure of population. The history of the 
English enclosures illustrates this. 

But is there then, wc naturally ask, no danger of over- 
population? Professor Loria replies that there is no evidence 
of either the fact or the fear of over-population in antiquity, in 
the Middle Ages or in the Renaissance. Towards the end of 
the eighteenth century a profound change in opinion took place 
and the fear became widespread. But it was groundless. The 
limits to agricultural production envisaged by Malthus have 
been removed by that very pressure of population which he 
dreaded, but which led, on the one hand, to better systems of 
land tenure and better methods of cultivation in old countries 
and, on the other, to the rapid development of new countries. 
Again, mankind is less naturally prolific than Malthus supposed, 
fecundity being reduced by improved economic conditions and, 
most of all, by the diffusion of small landed property. 

Professor Loria passes in review various post-Malthusian 
theories of population, including that of Doubleday, which he 
rejects, to the effect that fecundity varies inversely with the 
quantity of iood consumed. This false hypothesis, T^rofessor 
l-ioria informs us, had been invented centuries before to account 
for the childlessness of Charlemagne, which was commonly 
ascribed to his obesity. He attributes some truth, however, to 
Marx's theory of relative over-population owing to the dis- 
placement of men by machines. There is to-day, in his opinion, 
no danger of an excess of population relatively to subsistence, 
but there is often an excess relatively to capital productively 
employed, with the result that w^ages are frequently insufficient 
to purchase subsistence. Tins relative excess is fuither mani- 
fested by the existence of unemployment caused by trade slumps, 
themselves caused by the constant tendency of the rate of profits 
to fall below the minimum necessary to keep capital productively 
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employed and to secure its continued accumulation. Professor 
Loria’s cure for this relative over-population and for unemploy- 
ment is, therefore, increased investment of capital in industry 
and its withdrawal from unproductive uses. But the obstacle 
to this solution is the tendency, which he holds to be inherent in 
modern capitalist industry, for the rate of profits to fall. He is 
convinced, however, that a check to the growth of population 
would be no solution and is vehemently opposed to neo-Malthusian 
practices, which cause marriage to degenerate into monogamio 
prostitution.” Indeed, ho maintains that “ the more rapid the 
rate of increase of population, the more rapidly will social evolu- 
tion proceed” (and apparently this evolution is judged to be 
ethically desirable), “ while every diminution of population will 
be accompanied by a regression towards economic forms already 
passed, and a stationary population will mean a stationary 
civilisation.” 

But is there not, the reader may ask, any eventual limit to the 
desirable increase of population? Professor Loria replies that 
there is, but it will be reached only in the far future, when the 
secular pressure of increasing numbers has at length accomplished 
its beneficent work and, having compelled us by force of evolution 
to an escape from all our troubles, has transmuted the modern 
capitalist system into something which he does not here elaborate. 

It would bo easy to criticise this theory in detail, its logical 
gaps and inconsistencies, its fatalism, many of the alleged his 
torical verifications, the author’s conception of unproductive 
capital, and so forth. But no such criticisms would detract from 
its artistic qualities, nor diminish the comfort which it will bring 
to the National Council for Public Morals and to the ghost of 
Mr. Roosevelt. 

Verso la Giustizia Sociale, “ in the sunset of a#century,” is a 
volume of miscellanies. In the introductory essay which gives 
its title to the book, Professor Loria suggests that remuneration 
according to effort is the principle of social justice, which most 
closely accords with our “ spontaneous intuitions.” This prin- 
ciple requires for its application two conditions, first, that every- 
one shall reap the full fruits of his own efforts and, second, that 
he shall be free to change the direction of these efforts at will. 
These conditions will be satisfied by a form of social organism, 
whose “ cells ” will be voluntary co-operative associations, “ in 
which the worker who accumulates capital and possesses land 
receives the same income as the worker who neither accumulates 
capital nor possesses land; in which the product of labour is 
attributed to labour and to labour only ; in which there exists 
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neither profits of capital nor rent of land, nor permanent inequality 
in the amount of capital accumulated by individual producers, 
nor permanent disparity of conditions ; in which value is measured 
by labour, population corresponds to the means of subsistence 
and taxation is the exact equivalent of the public services which 
the contributor receives. These are the essential outlines of 
the final form of social economy ” (the “ limiting ” form, in the 
mathematical sense), towards which, under the pressure of 
increasing population, evolution is tending. To this conception 
which, as Professor Loria tells us, he has developed at much 
greater length elsewhere, only a passing reference is made in 
this volume, and a discussion of it docs not, therefore, seem to 
be called for here. 

The other essays indicate the wide range of the author’s 
reading and studies. Those who attach importance to the 
origin of economic doctrines and to the settlement of rival claims 
to priority in their enunciation, will be interested to find Professor 
Loria contending that on many points of theory Italian economists 
were early on the scents which Englishmen only picked up later. 
Thus Botero, a Piedmontese Jesuit, had published a warning on 
Malthusian lines in 1588, while Giammaria Ortes, a Venetian 
monk, forestalled Malthus by eight years in a much more detailed 
book of “ remarkable modernity.” (The problem of population 
seems to have a special fascination for persons in holy orders.) 
!Prof essor Loria further maintains that the tendency to diminishing 
returns in agriculture was first propounded by Antonio Serra in 
1613, and that Beccaria anticipated by seven years Adam Smith's 
discussion of the division of labour. But these pioneers have 
not secured their due recognition, because the first half of the 
nineteenth century, when the English classical economists were 
blooming, was a period of sterility in Italian economic thought. 
It is also interesting to read that Turgot said, concerning a project 
of progressive taxation which was submitted to him, “ il faut 
ex6cuter Tauteur et pas le projet,” thereby setting the tone for 
most of the nineteenth-century discussion of this subject, though 
Professor Loria claims Solon, Cato the Elder, ]Macchiavelli and 
Montesquieu as earlier supporters of the principle of progression. 
In the concluding essay, written in 1902, Professor Loria asks the 
question, “ Are we better than our forefathers ? ” His answer, 
in spite of his belief in “ social determinism ” and inevitable 
©Volution towards a better social order, is pessimistic, and the 
new edition brings the answer up to date by a final footnote on 
the atrocities committed during the latest and greatest war. 

m Hugh Dalton 
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La RepMique des Soviets (Bilan £conomique), par Simon Zagorski. 

(Paris : Payot, 1021. 1 vol. 8vo. Pp. 352.) 

Of the many books to which the Bolshevist Revolution has 
given birth, we have found that of M. Zagorski, Professor of 
Political Economy at the University of Petrograd, at once the 
most interesting and instructive. 

The whole economic policy of the new Government — industrial 
production, lighting and transport, labour and wages, finance 
and land policy — is set forth in detail. We clearly see eacli 
successive stage of socialisation : first that of the land, then of 
the banks, then of shipping, of the factories, of the railways, etc. 
But wo also see what difficulties the Government experienced in 
carrying this socialisation into effect. It tried it first in the 
form of management of workmen’s committees, but was not long 
in discovering that this system was killing the economic life of 
the nation. Each workmen’s committee managed the particular 
factory or section of railway assigned to it, without the slightest 
regard for the public interest. Production dropped to one-sixth, 
and in certain industries to one-tentli, of the normal output. 
Railway traffic came almost to a standstill. 

Control was then transferred from the workmen to the central 
administrative council, but thereby socialisation merely became 
State officialism, more bureaucratic than under the Tsar. Tlie 
workers were subjected to a system much harsher than tJiat of 
Capitalism, comprising a longer working day, fines, the pro- 
hibition of strikes, bonus wages to stimulate work and, as a 
last resort, a decree making labour compulsorj^ — which latter, 
however, could not be put into operation. ^ 

Tliis second jiliase of tlic system does not appear to have 
yielded any better results than the first. The workmen left the 
factories in crowds, some to return to the country to find bread 
to eat as well as independence, others to enter the offices of the 
Soviet Government to live as parasites, thanks to the prefer- 
ential food cards liberally dealt out to all the Government’s 
supporters. 

Thus the working population is beginning to disappear, the 
towns are becoming depopulated, industry is dying and, according 
to the author, Russia has again lost all the industrial develop- 
ment which she had accomplishwl and will relapse into a purely 
agricultural economic system, and that of the most retrogadc 
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nature. Bolshevism, moreover, will have killed Russian social- 
ism, since with the disappearance of the working class it will 
have lost its sole support. 

In the country districts, also, it has succeeded only in preparing 
its own ruin. The so-called socialisation of land, in fact, has in 
no sense led to community of ownership; on the contrary, it 
has had the result of creating a peasant class, as did the French 
Revolution — a peasant class, moreover, not less passionately 
wedded to the right of individual ownership. Nevertheless the 
peasants support the Bolshevist Government, but only from the 
fear lest a return of the old regime should compel them to give 
up the land of which they have taken possession. Agricultural 
production, moreover, is scarcely in any better plight than indus- 
trial production, for the peasants, in order to evade requisitions, 
produce only sufficient for their own needs. 

It is not only a class of peasant proprietors to which Russian 
communism has unexpectedly given birth, but a new middle 
class such as did not formerly exist in Russia ! In fact a host of 
peasants and traders, enriched with spoils derived from the 
aristocracy and bourgeoisie, are only awaiting the right moment 
to take tlieir place. 

Such is the rough sketch wdiich Zagorski gives us. We 
are not in a position to say whether it is a little distorted or not. 
Hitherto we have had only books criticising the Bolshevist rule ; 
we should like to read one signed by a Bolshevist. Perhaps it 
would explain the mystery whereby, in spite of all the distress, 
in spite of famine and financial ruin, the Lenin regime still goes 
on and will iiresently have completed its fourth year, w'hich is 
longer than the duration (1792-4) of the Terror in Franco. 

M. Zagorski’s book does not assign to the eo-o])erative societies 
a place proportionate to the very important part they have 
played in the history of the Russian Revolution. It is the only 
organisation which has been able to liold its owm against the 
Bolshevist Government; and w-c know that the Government, 
liiuling itself powerless to suppress or absorb them, finally made 
them the working mechanism of the national economic system by 
compelling the whole population to belong to them. 

Guarles Gide 
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Economics for Beginners. By M. C. Bueb. (London : Boutledge 
& Sons. 1921. Pp. 220. 4^. 6d. net.) 

This textbook contains “ all the usual features/* plus some 
that are rather less usual. Of the latter, the most welcome are 
the chapters which deal with rationing, profiteering and maximum 
prices, and a short discussion of property systems. Theory 
follows practice much as wages follow prices ; except that in the 
former case any shortening of the “ lag is more generally wel- 
comed. To-day new experience loudly demands modifications 
of emphasis (and in a less degree of pi'inciple) in established 
doctrine. Miss Biier contributes a little in this direction. She 
might advantageously have contributed more by showing some 
relation between profiteering and monopoly profit, and by so 
wording her exposition that the reader does not go away with 
the rooted idea that a monopolist or an entrepreneur (after a 
full discussion of the functions of the cnirepreneur we naively 
conclude that ‘‘ in company trading it is rather difficult to point 
to any one as the entrepreneur is necessarily an individual, 
or that monopolistic influences upon prices are, after all, only a 
parenthetical exception to the regime of competition. 

The book is substantially Marshallian ; and in tlio main 
lucidly Marshallian. It comju'ises discussions of money and the 
foreign exchanges, as well as a few wwds on national and local 
taxation. Written in the first instance for the upper forms ol‘ 
secondary schools, it perhaps attempts too much. A narrower 
field more vividly painted might have served the purpose better. 
Miss Buer’s expositions arc certainly of vtTy unequal difficult}". 

Barbara Wootton 


Principles and Methods of Industrial Education. By W. H. 

Dooley. (London : Harrap & Co. 1921. Pp. xi + 257.) 

Mr. Dooley" deals in this volume with the immense i^roblein 
of industrial education to which the collapse of the apprenticeship 
system under the weight of modern industrial conditions has so 
largely contributed. In the United States, of which he primarily 
writes, the facilities for technical education are varied — ^technical 
colleges, evening schools, industrial departments in high (or 
secondary) schools, day industrial schools, and part-time con- 
tinuation schools. Unfortunately there is a general tendency to 
ignore the needs of average workman and the average boy, 
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and to concentrate on the more abstract-minded for whose 
educational needs it is both easier and less necessary to cater. 
It is, however, the active, curious, non-intellectual, average boy 
who must provide the bulk of industrial recruits. His needs, 
Mr. Dooley thinks, will be best met by “ short-unit day courses,’’ 
in which the student will be able to learn exactly what he wants 
to know and nothing else, and will sec the bearing of his studies 
upon his work at every turn. 

Mr. Dooley has chapters upon the principles of teaching and 
learning in general, and upon the teaching of technical subjects 
in particular; he believes that the normal adolescent is not 
logically-minded, and that the presentation of knowledge to him 
arranged in a series according to the preconceived principle of 
a teacher or educator who lias mastered the subject ” is unnatural 
and a violation of psychological principles. The book will be of 
value principally as a manual for training colleges and technical 
teachers. It is a pity that the author's rather dull style does 
not do justice to his knowledge and experience. 

Bakuaba Wootton 


Elementally Economics. By Prof. T. X. (\\rver. (Boston : 

Ginn and Co.) 1921. Pp. 400. 

Professor Carver has printed tlie Atlienian Ephebic oath 
as a frontispiece to this textbook, which he apparently intends as 
a contribution towards educating the young in the spirit of 
Athenian patriotism, coupled with an intelligent appreciation of 
the principles upon wliich modern industiial prosperity depends. 
The first eight chapters, which arc devoted to an exposition of 
what makes a nation prosperous, lay great stress iq^on the 
importance of the quality of the people. In fact a nation can 
be very nearly as prosperous as it likes, provided that it has 
knowledge, industry, thrift, honest}^ sobriety, courage, fidelity, 
eagerness to learn, obedience to law, and willingness to co- 
operate. At the same time geographical advantages must count 
for something ; and some of the best chai)ters in the book arc 
those which explain what Nature has contributed to the wealth 
of the United States. These are supplemented by maps and have 
the great merit of bringing the student’s intelligence to bear upon 
the why and the wherefore of some of those everyday facts whose 
Very familiarity has probably bred indifference. The next tAvo 
parts of the book, dealing with the various w^ays in w'luch mankind 
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economises labour and gets a living, are more vivid than the 
vague contrasts of primitive man and modem industrialism which 
most elementary textbooks afford. They are, moreover, accom- 
panied by attractive photographic illustrations of different ages 
and stages of the business of getting a living. We are next 
introduced to matters rather more theoretical — value and 
exchange, currency and banking, and the theory of distribution, 
all treated in an orthodox manner. The chapters which cover 
this ground are distinctly more difficult than the rest of the book, 
and in parts rather dull. In conclusion Professor Carver treats 
us to some discussion of the economics of consumption, to whicli 
he believes that insufficient attention has been paid ; and disposes 
of Communism, Anarchism, Socialism, The Single Tax, and 
“ Constructive Liberalism (his own creed) in less than fifty 
pages. In so confined a space it is, no doubt, impossible to be 
both elementary and profound. The book would certainly be 
better without these chapters on the ‘‘isms.’* It is otherwise 
generally suitable for the elementary student of not too mature 
development. 

Bakuara Wootton 


Entstehung von Slaat nnd Familir. (Origins of State and Family.) 
By Richard Thurnwald. (I’erlin, 1921. Vereinigung fiir 
vergleichende Rcchtswis.sen.schaft nnd Volkswirtsehaftslebi(\ 
Pp. 26 gr. 8.) 

It is well known that races of aboriginals in various countries 
show different states of intellectual develojnnent, aiul that a 
distinction can be made between higher and lower primitive 
peoples. Investigations njade by Prof. Thumwald amcuig 
peoples of the .South Sea Islands have led him to assume 
that a certain parallelism of civilisation prevails with the early 
forms of government, and that there are three structural 
types to be distinguished as general stages of social and political 
development. 

The first is a homogeneous type (Papuan), the clan showing 
no social stratification at all. Only the biological differences of 
age and sex mark certain clusters within the community. The 
old men are the leaders of the clan, which is nomadic from time 
to time within narrow limits. The people live on the fruits of 
the territory which they claim for themselves ; men go hunting 
and trapping, women plant gardens. All work is done in com- 
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pany, but everybody is the owner of what he has planted or 
manufactured. There is individual, sometimes successive, mar- 
riage, often with a complicated system of prescriptions or 
interdictions. The family depends economically on the clan. 
Necessary goods (c. gr. stone or shells for axes or beads, wood 
for bows or arrows) are acquired from other clans in exchange for 
surplus production in, say, yams or pigs or tobacco. 

The second type (Melanesian) is enlarged by the mingling of 
two diflFerent races. The invaders settle for themselves in the 
empty space left between the dwelling-pLaccs of the first aboriginals, 
and their villages comprise, for greater security, several federated 
clans. The marriage regulations arc less severe. Slaves and 
polygyny, especially in vogue amongst the chiefs, lead to social 
and economic distinction. The leaders of the raiding expeditions 
hold personal and economic power; spiritual power becomes 
monopolised by wizards. The beginning of a social difierentiation 
is here manifest. Exchange of commodities takes place on a 
larger scale, as the allied clans gather at feasts. Even markets 
and money in primitive forms occur. 

The third type (Polynesian and Mikroncsian) shows a rigid 
system of castes, with marriage laws based on social distinctions. 
The patriarchic family, emancipated from the clan, is economically 
independent. An upper class of landlords dominates the people, 
who owe tribute of their work and toil to the men of liigher rank. 
A much larger area is in social contact, in ‘‘commercium’’ and 
“ connubium ” with each other, than in any of the lower types. 
Implements and utensils show a higher degree of perfection ; a 
number of crafts arc located in special villages. Even agriculture, 
fishing or — in other countries — ^breeding of cattle or sheep, etc., 
is performed by special groups of people. The leading castes 
are, as a rule, soldiers or priests, and live on revenues from the 
dependent population. The differentiation into various occu- 
pations i)romotcs trade. Money, often of different kinds, circu- 
lates, special forms being used for hoarding. 

This last typo of political organisation comes close to the 
state of things wo encounter in the early history of Egypt and 
Mesopotamia. There are vestiges of an aristocracy wliich ruled 
the country (as the temple-organisations or the “ nobles of the 
Nouth ** in Egypt). In historic times we see them gradually 
replaced by officials, depending on the one despotic ruler of the 
vast empire. The economic structure here. is marked by the 
masses of slaves and more or less dependent people. A com- 
plicated system of taxation collects the products, stores them up. 
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and, by a sohemo of rewarding and paying, the income of the 
depots is distributed to the officials for consumption. But, 
besides, there exists trade and exchange of goods as well among 
the official as among private individuals. Babylonian and 
Assyrian commerce shows a high degree of development. 

These types, indicating characteristic stages of political and 
economical development, draw attention to the fact that the 
socialised area covered in the consecutive political bodies becomes 
always larger. 

E. SCHWIEDLAND 


La Gnestioa de las Tarifas y el Prohlema Ferroviarlo Espaiwl. 

By Professor L. Olariaoa. (Madrid : Calpc, 1921. Pp. 

243.) 

This book is based on a series of articles written by the 
author for a popular newspaper about tlio railway problem in 
Spain. Ho takes the opportunity of adding in> extenso the 
various Bills and ministerial resolutions which relate to the 
central question. The last chapter deals with the methods 
adopted in foreign countries in order to solve the same problem. 
The importance of the book lies in two directions. First, it 
contains complete information about the failure of the railway 
company to display financial strength as great as is required tu 
improve and enlarge the defective railway system of Spain, and 
shows how this financial problem has been aggravated by the 
price revolution all over the world. Secondly, the book is a 
contribution to the pressing problems of economic reconstruction 
and nationalisation of railways. The railway problem has 
become a central problem of our practical cconemy; just now 
more than ever as a result of the projects presented to the Par- 
liament by the Ministro do Fomento, Mr. Cierva. The more 
necessary is this book for those who seek accurate iiiforiiiatioii 
on the question. 


Salamanca, 


Francisco Bernls 



NOTES AND MEMORANDA 

A Gold-weight as the International Unit of 
Value 

It is important for the trade of the world that those national 
currencies which have gone off the gold standard should be co- 
ordinated with it again. In a few of these currencies it may 
become possible within a reasonable time to make the paper 
money convertible to gold at its nominal parity; but in the 
great majority of them the convertibility would have to bo 
arranged by revaluing the p«aper money at some lower rate. 
Whatever the rate in any particular case, the most convenient 
method would be for the Government to adopt some specified 
weight of gold as the unit for revaluation, and to fix the rate 
of revaluation in terms of the amount of its paper money which 
it is prepared to take in exchange for that gold unit. That 
gold unit would thereafter become its unit of value; and all 
countries adopting the same gold unit for their revaluations 
would thereafter have the same unit of value. The revaluation 
of the depreciated currencies along these lines would thus afford 
an opportunity for different nations to adopt the same weight 
of gold as their common unit of value ; and the question arises 
what weight of gold would be the most convenient for this purpose. 

The gold-weight here suggested for this purpose is 1 J grammes 
of pure gold, which, besides linking the monetary unit with the 
metric scale in a convenient Avay, is almost identical with the 
weight of pure gold per dollar in the gold coins of tlic United 
States, being a little less than the weight of pure gold per dollar 
in them as issued from the Mint, and a little more than tlie weight 
of pure gold per dollar in them at their least-current wTights. 
The selection of pure gold would take the unit of value clear of 
any variations in alloying, and the expression of value directly 
in terms of gold-weight would simplify the system. The sug- 
gested weight of gold — poids d'or — might be called the dor. 
The dor would not mean a coin; it w'ould mean IJ grammes of 
pure gold, and any multiples or fractions of the dor would mean 
these multiples or fractions of grammes of pure gold. Coins 
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would be minted containing convenient multiples of the dor; 
but the terminology would denote weights of pure gold, and 
would connote the coins only in so far as they contain these 
weights of it. 

In the dor-coinage the principal coin (to which any others 
would be proportioned) would be one containing 5 dors or 7*5 
grammes of pure gold. If one-ninth of hardening alloy were 
added to bring the fineness to nine-tenths — the most usual fine- 
ness — the weight of this com would be 8*d (8J) grammes. This 
weight, however, would bo the least weight at which the coin 
would contain 7-5 grammes of pure gold; and the mint-issue 
weight of the coin would have to be slightly greater, so as to 
allow a slight margin for wear. If that margin were 5 parts per 
1000 — which is the most usual allowance — the coin as issued 
from the Mint would weigh 8-375 (8g) grammes and would contain 
7-5375 grammes of pure gold. So long as it contains at least 
7-5 grammes of pure gold — as evidenced by its coin-weight not 
being worn to less than 8*5 (8J) grammes — it would be accepted 
as containing 5 dors ; but if it were worn to less than that weight, 
or if it were defaced, it would no longer be accepted as containing 
5 dors, and would be sent to the Mint or to the melting-pot as 
bullion. 

On this system the gold coinage would be automatic and 
self-adjusting, without any technicalities as to legal tender o:* 
least-current weight. TJierc? would be no danger of bad coins 
driving out good, because any coin that did not contain its pro- 
fessed weight of gold would be rejected. For the coin-weight 
to be a test of the gold-weight, the nine-tenths fineness — if that 
fineness were adopted — w’ould have to be the minimum fineness 
for every coin issued from the Mint. The expenses of gold- 
minting might bo met by the Mint paying a cortain weight of 
gold coin in exchange for a certain weight of bullion, the pro- 
portions being so adjusted that the gold-weight of the l)ullion 
would exceed the gold-weight of the coins by an amount sufficient 
to cover the slight cost of the minting. The coins of the various 
countries adopting the dor system would bo sufficiently varied 
in design to show in each case the country of origin ,* the Govern^ 
ment of any one country, if satisfied as to fineness and certain 
other features, might allow the dor-coins of any other country 
to circulate within its jurisdiction as far as people are willing 
to accept them; and the development of this practice might 
lead to the minting of gold coin under International arrangements. 

The proposed 6-dor coin would correspond closely with 
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certain gold coins which experience has shown to bo convenient 
units, as may be seen from the following table, in which, of course, 
each of the coins is considered as a standard coin, apart from any 
question whether the particular country has maintained the 
convertibility of its paper issues. The coins are arranged in the 
order of their gold-weights. 


Comparative Table of Certain Gold Coins. 


Gold Coin. 

Coin-weight 

Grammes 

Fine. 

Gold -weight 
Grammes 

Approximate 

Mint-parity 

Values. 

as 

issued. 

least - 
current. 


least- 

current. 



issued. 

£ d. ■ .$ 

5 -dor coin 

United Statas 

8*3 i i} 

8*333 

9 10 

7*537 

7*5 

1 0 7 5.0J 

$5 

8*350 

8*317 


7*523 

7*485 

1 0 5.00 

Mexico lO-pcsos 

8*333 

8*292 

99 

7*5 

7*462 

1 0 of 4.99 

Japan 10-yon 
British sove- 

8*333 

8*287 

99 

7*5 

7*458 

1 0 5.1 4.90 

reign 

> Franco 25- 

7*088 

7*938 

11 12 

7*322 

; 7*275 

1 0 0 4.87 

francs 

Gerraariy 20- 

8*004 

8*024 

9-10 

7*258 

7*222 

19 10 4.82 

marks 

7*905 

7*925 


7*108 

7*133 

10 7 4.70 


The dor would be decimalized like the dollar, and the scheme 
of dor-decimals as token money may be illustrated thus : — 


Table of Dor- Decimals as Token Money. 


^ 1 

1 

1 

Expressed in 

Weight of 
pure Gold 
represented. 
Grammes. 

Material. ' Token Coin. ; 

Cents 
(of a Dor). 

Dor- 

l^ecimals. 

j'Dollar ! 

1(H) 

1*00 

1*5 

Silver | Florin 

50 

0*50 

0*75 

1 Shilling ... 

25 

0*25 

0*375 

iDimo ; 

10 

0*1 

0*15 

Nickel Cinque 

5 

0*05 

0*075 

(Penny 

2 

0*02 

0*03 

Bronze -[ Cent ... \ 

i 

0*01 

0*015 

[Farthing I 

1 

s 

1 0*005 

0*0075 


* In tlio case of France 2i>- francs has been taken for purposes of comparison, 
with weight-data \\ times those of the 20-franc coin, whicii has a mint-Lsauo 
^in-weight of 6*4616 graminoa and a mint-issue gohl-wcigiit of 5*8064 grammes. 
The coinage of Franco is typical of the corresponding coinages of Belgiiiiii, Switzer- 
anfi, Italy, Spain and Iho other coiui trios of the Latin Monetary Union, ns tlierc 
w the same weight of gold in their gold coins of 20 francs, 20 liras, 20 pesetas, 
may be. 

123. — VOL. XXXI. 
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The materials suggested are those used in the corresponding 
coins of the United States; but, as token coins circulate on the 
basis of the gold that they represent, the details of their material, 
weight and fineness need not be considered here. What keeps 
the token coins in circulation is the demand for small change, 
and — apart from any rule making them' legally equivalent for 
gold — they would circulate at parity if their intrinsic value were 
not too far below that of the gold which they represent, or if, 
even though their intrinsic value were negligible, they entitle 
the holder to claim from the Government the gold that they 
represent in exchange for them; the latter arrangement would 
probably be the more convenient, the continuance of the dcmaiifl 
for small change maintaining the general balance between 
withdrawals and re-issues. 

In the dor system the j^aper currency would take the form 
of notes, each note embodying aii ollicial j)r()mis(i to pay on 
demand so many dors; and cheques and other instruments of 
credit would also express obligations in dors and dor-decimals. 
Like cheques and other instruments of credit, the paper im)noy 
sliould circulate on its merits as far as peoj)lc are willing to take 
it, without any rule making it legally equivalent to gold. If the 
Government avoids over-issuing and maijitains the convertibility 
of its notes, they will circulate on a parity with the gold that can 
be obtained in exchange for them. But if the Government over - 
issues and fails to maintain the convertibility of its notes, tin y 
will fall below parity in the foreign markets : and they would 
also do so in the home market if they were not made legally 
equivalent to the gold that they purport to represent; but if 
they were made legally equivalent to it, they would be used for 
making payments on the basis of their nominal parity, and the 
monetary standard of the home country would tfius be sliiftcd-- 
as it has already been shifted in many countries — from the gold 
basis to the basis of what is really depreciated paper. In order 
that the dor standard, once adopted, may remain effective, there 
should be an understanding that in every country where it 
is ado2)ted, the dor should be taken to mean the specified weight 
of gold and nothing else, except in so far as 
willing to take payment by notes, cheques or otherwise. Tlicsc 
alternative means of payment — ^which have the advantages of 
convenience and security, besides economising the use of gold 
— would be freely utilised ; and the extension of the dor standard 
would facilitate International banking and International 
clearances. 



1921] aOLD-WElOUT AS INTERNATIONAL UNIT OF VALUE 399 

Though the dor system has been proposed for the revaluation 
of the depreciated currencies, it might be set on foot in the 
United States, where the convertibility of the paper money has 
been continued and there has been no depreciation. To a country 
enjoying these conditions it might seem strange to suggest an 
alteration of the monetary standard, wore it not for tlie ad- 
vantages of inaugurating an International weight-unit, and the 
slightness of the alteration required for that purpose. Reference 
has already been made to the practical identity of the weight of 
pure gold per dollar with the dor, and the Comparative Table 
shows the relations between the 5-dor coin and the 55 coin. 
Taking this $5 coin as typical of the other gold coins of the 
United /States, we sec that if its least-current w^cight, which is 
now 128-355 grains or 8-317 grammes, were raised to 8-3 (8^) 
grammes, as might be done after reasonable notice, the ?5 coin 
would contain 5 dors at its least-current weight; and if the 
mint-issue weight of subsequently minted coins were increased 
from 129 grains or 8*359 grammes to 8-375 (8|) grammes, there 
would still be the margin for wear of 5 parts per 1000. The 
increase would be less than half the difference between the mint- 
issue weight and the least-current weight, and would work out 
to an increase of the gold-weight by less than 0-015 grammes of 
pure gold, or rather less than 1 cent per $5 coin, as show^n by 
the gold-weight data in the Tables. This alteration would be 
negligible in the token money; and it would also be negligible 
ill the paper money, the more so because the payment of, say, 
55 gold can be made by the payment of any undefaeed $5 gold 
coin, so long as it is not reduced by wear to less than its least - 
current weight, at which it contains sliglitly less than 5 dors. 

The first practical step should be the calling of an International 
Conference to consider whether it is desirable to institute some 
gold-weight as an International unit of value, and, if so, w'hat 
that gold-w^cight should be. If a particular weight-unit w^ere 
generally approved, it would soon be adopted by some of the 
countries ; and the iiibro general its adoption the stronger would 
be the inducement for any outstanding country to stand in, so 
as to participate in the advantages of an International unit of 
Value, and, to an increasing extent, of an International currency. 

James Dundas White 
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The Economic Cureicula at Oxford and Cambridge 

As the University of Oxford is about to inaugurate a new 
Honour School of Philosophy, Politics, and Economics, and as 
the University of Cambridge has lately revised the regulations 
for the Economics Tripos, in the light of the experience of recent 
years, it may be of some general interest to academic economists 
if the particulars of the two curricula are set forth in detail. 

The Oxford Curriculum 

The subject of the Honour School of Philosophy, Polities, 
and Economics is the study of the structure and of the philo- 
sophical, political, and economic princiiJes of modern society. 
The Examination has been arranged so that Candidates may 
give special attention either to Philosophy or to Politics or to 
Political Economy by the choice they make of prescribed books 
and of a further subject. The highest Honours can be attained 
by excellence in either Philosophy or Polities or Political Economy, 
provided that adequate knowledge is shown in the other subjects 
of examination. 

The Examination will include the following subjects : — 

I. The History of Philosoidiy from Descartes to the present 
time. A general knowledge of modern philosophy during the 
period will be expected of all Candidates. They will also he 
expected to show a first-hand knowledge of some of the main 
philosophical writings of the period. 

II. Moral and Political Philosoiihy. In Political Philosophy 
Candidates will be expected to show a knowledge of political 
theory, of its history, and of modern political organisation. 

III. Political Econonl^^ Candidates will be expected to 
show a knowledge of economic theory, of its history, and of its 
application to the most important aspects of modern economic 
conditions. 

IV. British Political and Constitutional History ; 1760 - 1014 . 
Candidates will be expected to acquaint themselves with the 
development of the political and constitutional history of the 
whole period with a view to the understanding of the political 
principles and the structure of modern society. Bi’itish History 
shall be interpreted as the history not of the United Kingdom 
only, but of the British Emjjirc as a whole. In (Jonstitutional 
History candidates will be given an opportunity of showing 
knowledge of the history (within this period) of the Cabinet 
system, central and local administration, the law-courts, the 
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electoral system, the powers, privileges, and procedure of the 
House of Commons, the constitutional development of the 
Dominions and of India. In Political History opportunities 
will be given of showing knowledge of the history (within this 
period) of (a) political parties, movements for political and social 
reform, schools of political thought ; {b) the downfall of the old 
colonial system, the expansion of the Biitish Empire since 1783, 
the attitude of British statesmen and parties towards imperial 
questions; (c) foreign policy. 

V. British Social and Economic History from 1760. Candi- 
dates will be expected to show acquaintance with the existing 
economic and social conditions and with the history of their 
development since 1760. Opportunity will be given to Candidates 
to show special knowledge of any one of the following subjects : — 

(1) The History of Agriculture (with special reference to 
the Enclosure movements, the agricultural depression, 
the history of agricultural organisation and production, 
and Irish land legislation). 

(2) Tlie Domestic System and the rise of the Factory 
System (with special reference to the structure of 
industry in the West and North of England prior to 
the Factory System, the introduction of^machinery in 
the textile industries, the decline of the hand-loom 
weavers, and Factory and Public Health legislation). 

(3) Trade Policy and Transj)ort (with special reference to 
the Free Trade Movement and improvements in internal 
and external communication). 

(4) Industrial Combinations. 

Candidates will be expected to show such knowledge of the 
contemporary history of Europe and America as is necessary 
for the proper study of Subjects IV and 

VI. Prescribed books. Candidates must offer two out of the 
following three groups 

(a) Metaphysics and Moral Philosophy : 

Kant, Kritik der reinni Venuinfly Onnidhgnng zur 
Metaphysik der Sifien, Candidates will not be asked 
to translate pas.siiges, but they will be expected, if 
they have read the books in a translation, to be 
capable of dealing with questions which involve an 
understanding of the original text. 

(h) Political Philosophy : 

Burke, American Speeches and Leiier 1o the Sheriffs of 
Bristol ; Lord Durham’s Report on Canada ; Dicey, 
Law of the Constitution ; Report on Indian Consti- 
tutional Reforms, 1918, Part I ; Esmein, Elements de 
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Droit Constitutionnel Frati^ais et Compare^ Tome 
Premier, La Liberie Modeme (Sopti^mo edition, 
Paris, 1921); Bryce, Modem Democracy. 

(r) Political Economy : 

Adam Smith, Wealih of Nations ; the works of Ricardo 
(McCulloch’s edition) ; Marx, Capital, Vol. I ; Jevons, 
The Theory of Political Econcany ; List, The National 
System of Political Economy. 

VIT. Candidates must offer a further subject in Philosophy or 
Politics or Political Economy from the following list : — 

(a) Candidates who offer a further subject in Philosophy 
will be set a paper in Ijogic, including Metaphysics and 
Psychology, which will be of the same general charac ter 
as the paper set under that title in the Honour School 
of Literae Humaniores. 

(h) Politics : (1) Public Administration : A comparative 
study of the relations of central and local administration 
in modern States ; (2) The Development of International 
Relations since 1815; (3) The Reform Movement in 
British Colonial Policy (1830-1850), and the Develoj)- 
mentf of the new Colonial System. 

(c) Political Economy: (1) Currency and Banking; (2) 
Capital and Labour; (3) Labour Movements from 1815 
to 1875. 

VIII. A paper will be set of Unprepared Translation from 
French, Cerman, and Italian authors. Every candidate iniisl 
satisfy the Examiners in two at least of these languages. 

The following scheme of Papers is contemplated : — 

(1) The History of Philosophy from Descartes to the 
present time. 

(2) Moral and Political Philosophy. • 

(3) Political Economy. 

(4) Political and Economic Organisation. 

(5) British Constitutional and Political History, 

(G) British Social and Economic History. 

(7 & 8) Prescribed books in two of the following subjects ; 

(а) Metaphysics and Moral Pliilosophy. 

(б) Political Philosophy. 

(c) Political Economy. 

(9) A further subject in Philosophy or Politics or Political 
Economy. 

(10) L^nprepared Translation from French, German, and 
Italian authors. 
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The first examination in this School will be held in the Trinity 
Term, 1923. 

The Cfnnbridge Chirriculum 

The Tripos in Economics and Associated Branches of Political 
Science is divided into two parts, of which the first is taken by 
Students at the end of their second year, and the Second Part 
by Students at the end cither of their third or of their fourth 
year. Candidates for Part II of the Tripos need not necessarily 
have taken Part T, but may come on to it, if they are of the 
proper standing, after having taken any otlier Tripos. 

SCFIRDULE OF SUBJECTS 
Part I 

1. Subjects for an Essay. 1 paper. 

2. Economic Theory (Value and Distribution). I paper. 

3. Industry and Labour. 1 paper. 

4. Trade and Finance. 1 paper. 

T). English Economic History. 1 paper. 

fi. Recent Economic and General History of Europe. 1 paper. 

7. Recent Economic and General History of the British 
Empire and the United States. 1 paper. ♦ 

Part II 

1. Subjects for an Essay. I paper. 

2. Economic Principles. 1 ])aper. 

3. Public Finance. 1 paper. 

r4. Structure and Problems of Industry. 1 paper. 

E j 5. Distribution and Labour. 1 paper. 

1 6. Money, Credit and Prices. 1 paper. 

7. Structure and Methods of (Jovernment in the Modern 
p World. 1 paper. 

8. Political Theory. 1 paper. 

0. International Law. 1 paper. 

30. Special Subject or Subjects, if any. 1 paper each. 

1. Ill Part I every candidate shall take the first five papers, 
together ivith either ^laper 6 or paper 7. 

II. In Part II every candidate shall take the first three paiicrs 
together with either papers 4, 5, and 6, or papers 7, 8, and 9. 
No paper in group E (papers 4, 5, and 0) may be substituted for 
a paper in group P or vice versa. In addition a candidate may 
take not more than one Special Subject. 

III. Both in Part I and in Part 11 the subjects set for an essay 
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shall be related to the subject-matter of the Tripos, but shall be 
of a character as general as is compatible with that restriction. 
One or more of the subjects shall be of a political character. 
The examiners shall take account of literary style, of range of 
ideas, and of general rather than special knowledge. 

IV. The Special Subject or Subjects, if any, in Part II shall 
be selected by the Special Board from time to time, and shall 
deal with Economic History, or with the History of Economic 
Theory, or with Political Science, or with the Theory and Method 
of Statistics. 

V. Some choice of questions shall be allowed in all papers. 

VI. In the case of candidates who are placed in the first class 
in Part II the class lists shall indicate whether group E or group 
P has been taken. 

Supplementary Regulations 
Pari I 

1. Paper 2 on Economic Theory (Value and Distribution) 
shall deal with the subject-matter covered by Marsliall’s Principles 
of Economics. 

2. Paper 3 on Industry and Labour shall deal broadly with 
the structure and organisation of industry, and conditions affecting 
labour and social progress. 

.3. Paper 4 on Trade and Finance shall cover the elements of 
money, banking, markets, international trade, taxation, and 
public finance. 

4. Paper 5 on English Economic History shall deal with the 
period since 1700; but one or two questions of a general nature 
may be set, involving a knowledge of earlier economic history. 
Questions dealing with the political history of England shall not 
be asked except in so far as they liavc a direclp and important 
bearing on its economic development. 

5. In papers 6 and 7 “ Recent ” shall be interpreted to mean 
“ mainly since 1800,” The questions shall not include military 
or literary history. In both papers attention shall be given to 
the interrelation of political and economic movements and to 
their bearing on existing political institutions. 

6. In paper 6 knowledge of economic development shall be 
required for France and Germany only, and no questions shall 
be set dealing with the internal history of the countries of Eastern 
Europe. 

7. Paper 7 shall deal in about equal proportions with the 
history of the British Empire and the United States. 
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PaH II 

1. Paper 2 on Economic Principles shall deal with the scope 
and method of Economics, with fundamental ideas, and with 
the general analysis of demand and supply as illustrated by the 
broader problems of wages, interest, rent, foreign trade, money, 
and prices. It shall not include detailed questions on the subject- 
matter of any department of Economics; but questions of a 
general character, illustrative of the way in which values are 
determined, may be taken from any part of the subject. 

2. Paper 3 on Pahlic Finance shall deal with matters con- 
nected with the raising and spending of revenue and loans by 
Governments (central and local), the regulation of international 
trade, and the financial relations of Governments. 

3. Papers 4, 5, and 6 shall be more specialised in character 
than papers 2 and 3, but in any of them questions may be set 
which overlap the divisions between them. Tlicy shall be so 
arranged as to afford scope both for the marshalling of information 
and for the exorcise of analytical power in abstract reasoning 
and in disentangling causal relations. They shall pay attention 
to the statistical methods and the statistical sources relevant 
to their subject-matter, and to international comparisons. 

4. Paper 4 on Strucinre and Problems of Modern Industry 
shall have for subject-matter : 

The localisation of industry, national and international, as 
influenced by local conditions, transport facilities, tariffs, 
])Ounties, etc. 

Methods of production, as exemplified by private businesses, 
joint-stock companies, trusts, kartels, co-operative societies, 
national undertakings, munieijial undertakings, etc. Agricul- 
tural organisation and land tenure. Transport by land and 
water. Methods of marketing. Stock and produce exchanges, 
etc. Fluctuations of demand in particular industries. 

5. Paper 5 on Distribution and Labour shall have for subject- 
matter ; 

The distribution of income among the various members and 
classes of the community — ^land-owners, capitalists, employers, 
manual workers, speculators, and others. 

The relations between employers and employed ; the methods 
of industrial remuneration; profit-sharing, co-partnership; the 
regulation of wages, hours and conditions of labour; trade 
unions and employers’ associations ; conciliation and arbitration. 

Fluctuations of employment. Labour Exchanges. Various 
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forms of industrial insurance. Governmental and voluntary 
action in relation to poverty. 

6. Paper 6 on Money , Credit^ and Prices shall have for subject- 
matter : 

Monetaiy Theory. Causes and effects of changes in the 
purchasing power of money, and the metliods of measuring 
them. Systems of currency. Banks and banking systems. 
National and international money markets. Foreign exchanges. 
The balance of trade in relation to international values and 
price levels and to foreign investment. Credit fluctuations. 

7. Paper 7 on Structure and Methods of Government in the. 
Modern World shall have for subject-matter : 

A comparative study of systems of government and their 
working; including local, central, and federal institutions, and 
the government of dependencies; with special attention to the 
British Empire, the United States, France, Germany. 

8. Paper 8 on Political Theory shall have for subject-matter : 

An analytical study of the nature of the Stale, the grounds of 

political obligation, and the projicr functions of government in 
the modern 'world; it shall include an outline of past political 
thought, and a critical examination of current j)olitical ideas. 

9. Paper 9 on International Law shall deal witJi the general 
principles of International La'w and Institutions. Stress shall 
bo laid on modern developments of international relations, 
particularly the Ijcague of Nations, tlie minorities clauses of the 
Peace Treaties and the inaiidcitory system. 


The Lauoxtr Report on the CV)st of Ltvtnc! 

A Joint Committee of the Parliamentary ( Wimittee of tlie 
Trades Union Congress and of other labour associations (Secre- 
tary, Mr. Arthur (greenwood) have issued a report ^ on the 
increase of the Cost of Living between 1914 and Sei)teinl)cr 
1920. The main result of the calculation is an estimate of an 
increase of 189 per cent, (food only, 176 per cent.), compared 
with 161 per cent, (food only, 167 i)cr cent.) in the Ministry of 
Labour’s Index-number. 

The Committee collected 629 budgets of expenditure over 
the four weeks in September 1920 ; it is doubtful whether the 
results are properly comparable with the Labour Gazette state- 
ment for September 1st (as the rejmrt assumes) or for October 1st 
when the percentage had risen 3 pointfi to 164, The budget is 
well-devised and adequate care appears to have been taken in 

1 To be obtained from thr» Secretary, Parliamentary Committee, 32 Eecleston 
Square, S.W. Price 2m, 
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the tabulation of the returns, so that the average food budget 
on p. 22 is important evidence for the student of working-class 
consumption. Unfortunately, no details are given of the con- 
stitution of the families, except that the average is 5-2 persons, 
including 1*6 wage-earners. Without more detail we cannot 
make an adequate comparison with the former collections of 
budgets by the Board of Trade in 1904 and by the Cost of Living 
Committee in 1918. 

The Committee’s method is to take the expenditure item by 
item in 1920 and to calculate with the help of records of price 
changes the cost of tlie same quantities of similar goods in 1914. 
The Ministry of Labour, on the other hand, start with relative 
expenditures in 1914 (assumed to be the same in proportion 
but not in amounts as in 1904) and apply price-ratios to find 
corresiionding expenditure in 1920. The Cost of Living Com- 
mittee of 1918 found that the assumption made that the 1914 
expenditure-ratios were the same as those of 1904 could not 
cause any important error. The two methods of using the 
standard of the first date and w'orking forward and of using 
the standard of tlie second date and working backwards were 
discussed in the KroNOMic Journal of March 1920 (pji. 114-17). 
Both are good, and the true measurement lies between their 
results, if the families at the two dates are comparable. 

Unfortunately, the arithmetic of the Committee is incorrect 
ill the food estimate, and there is a serious mistake made in the 
treatment of miscellaneous expenditure ; when these are corrected 
the results are substantially the same as those of the ^linistiy 
of Labour. 

The results can thus be tabulated ; 


Average family 
(5*24 persons)*. 


Ponviilii‘u* Mini:itry of Lnhoiir 


Weekly 
Expenditure 
in Sep- 

' tember 1920. 

(’oHt of same 
goocia in 
,luly 1914. 

inert ‘ase. 

percentages. 

, £ s, (h 

>ood ;i 0 8 

Clothing ... 1 2 7 

Hentandratea, 7 11 

I’ uel and light 7 4 

Other items ... 17 :S 

£ j*. d. 

1 2 0 
r> 51 

5 0“ 

2 .71 

4 8" 

175 

4:^ 

198 
?270 » 

September 1. 

1 li7 

330 

35 

135 

130 

OetoK'i’ 1. 
170 

330 

39 

140 

130 

1 5 1.7 9 

2 0 1 

! 

1S9 

101 

104 

* '^18 query is printed in the table, p. 
the principal argument. 

32, but not carried to the tottil or to 
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In the food budget (p. 22) currants and egg-substitutes are 
entered at 8d. and respectively in 1920, but at zero in 1914, 
though all other commodities are taken at the same quantities 
at both dates ; condensed milk is entered at 9^d. in 1920 and 1 Jd. 
in 1914, though the table of prices shows that 3jd. is the correct 
entry. If wo cut out egg-substitutes, put currants at 2\d, in 
1914 and condensed milk at 3|d. tho food expenditures are 
£1 2s. 4 Jd. and £3 Os. 6jd., and the percentage increase is 171, 
which is beltueen the Ministry of Labour^ s estimates for large to^vns 
for September 1st and October 1st. The criticism of the official 
number for food breaks down entirely. 

In point of fact, however, the new figure might be expected 
to be lower than the old, owing to the effect of substitution; 
in particular, more margarine and less butter and sugar are shown 
in the 1920 than in the 1914 budgets. The Committee estimate 
greater increases in some prices than does the Ministry of Labour, 
but since they depend on rather rough averages from co-operative 
societies, while tho Ministry includes other shops also and takes 
care to have exact prices, it is not necessary to prefer tho Com- 
mittee’s statements. If we take only tho commodities included 
in both reckonings the increase shown by the Ministry of Labour's 
quantities and price-ratios is 167 (to September 1st), by the 
Committee’s quantities and the Committee’s price-ratios 172, 
and by the Committee’s quantities and the Ministry’s price 
ratios only 154; thus the change of diet leads to an increase 
less than on the old standard. It should be added that tlic 
additional foods included by the Committee show (when corrected) 
only 162 per cent. 

For clothing the Committee give a table of wholesale prices, 
which arc not much to the point, and only eight entries for retail 
prices, of which the first is “ men’s suits, 1914, 22S. (kl. to 27s. (w/., 
1920, 05s. to 110.9.,” a statement wanting in definition and with 
too wide a range for averaging. They state, liowever, that ‘‘ from 
an investigation of tho information at our disposal it is clear 
that the increase in the cost of clothing and clothing materials, 
exclusive of boot repairs, is within tho range of 250 per ccjit. 
and 350 per cent.,” and nearer the latter figure. They accord- 
ingly accept tho Ministry of Labour’s figure 330, but modify 
it to 313 per cent, when boot repairs are included. Both parties 
neglect the effect of modifications of expenditure and necessary 
changes in quality, and the new investigation does not add 
substantially to our knowledge. 

For fvel and light the increase in prices taken is practiciilly 
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the same in both estimates, except in the case of coal. The 
Committee find (presumably from the budgets) that coal cost 
2^^. lOd. to 3^. 3d. per cwt. in 1920, and without giving their 
evidence state that it was 10|d. to Is. in July 1914. In Appen- 
dix V the prices in Scotland are stated as Is. 2\d. and 2s. lOJd. 
at the two dates; Lord Sumner’s Committee estimated Is. Id. 
in 1914. The Ministry of Labour, who depend on reports from 
thirty large towns, give 145 per cent, as the increase, greater than 
the Scotch estimate, and reasons have still to bo found for the 
Committee’s estimate of 225 per cent. 

For rent the Committee state that the maximum permitted 
increase of 43 per cent, had been reached, while the Ministry of 
Labour, on the basis of wide inquiries, estimate 35 per cent, and 
39 per cent, at the beginning and end of the month. 

If we accept the Committee’s views on rent and coal prices, 
but correct the figures as above for currants, etc., we find that 
for the four groups combined (all, excluding “ other items ”), 
expenditure was £4 I85. 4Jf/. in 1920 and £l los, 9J-fZ. in 1914 
and the increase 178 per cent., while for the same groups the 
Ministiy of Labour’s estimate for large towns is 167 per cent., 
average of September 1st and October 1st. If, however, we 
accept the Ministry’s account for coal, the Committee’s estimate 
is reduced to 171 per cent., and the difference is trifling. 

The more serious discrepancy is found in “ other items,” 
and here the Committee’s method is indefensible. In the average 
budget the expenditure on otlicr items is 17.>\ 3rf. ; it is not clear 
whether beer and tobacco, whioli are cut out from food, are 
included or not, and no details of the expenditure are shown. 
Two tables taro given, one showing comparative wholesale prices 
of towels, table-cloths, etc., the othei* retail prices of crockery, 
ironmongery, etc.; from tliese it is deduced (apparently by 
rough inspection) tJiat the expense of household renewals has 
increased 300 per cent . ; rather more detail for soap, etc., leads 
to the opinion that cleansing materials had risen 225 per cent. 
At this point the analysis is given up and the whole 17s. 3tJ. is 
compared with an estimate used by Lord Sumner’s Committee 
that otiier items miglit be taken at 5s, in 1914, reduced to 4s, 8rf. 
because the Labour Committee’s average family was smaller. 
The items in Lord Sumner’s Committee’s estimate were paraffin, 
candles, matehes, firewood and cleansing materials 14J., travel- 
ling lOd., insurances 3^. Nothing \vaa included for tobacco, 
newspapers, postage, amusements or any other of the numerous 
items on which suiplus money is spent, and it w'as not necessary 
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to make any estimate for these for the purposes of that Com< 
mittce. The comparison of this 4s. 8c?. with the 17s. 3d!, is the 
sole basis for the estimate that other items ” have increased 
270 per cent. In fact, postage, newspapers, travelling, and 
national insurance had less than doubled; as far as one knows, 
trade union subscriptions and admission to cinemas had not 
doubled, and beer and tobacco had increased perhaps 150 per 
cent. Weekly expenditure on household renewals is always a 
trifling proportion of wages, and it is only on these that great 
increases ai-e alleged. The Ministry of Labour includes in other 
items soap, soda, ironmongery, etc., tobacco, fares and news- 
papers (but apparently not insurance nor subscriptions), and 
found an increase of 130 per cent, to September 1st; this seems 
to bo a not unreasonable estimate, and if wc apjdy it to the (<om- 
mittce’s 175. 3c?. we find that the corresponding expenditure in 
1914 was 75. 6c/. ; in taking this we may balance the omission of 
insurance against a possible under-estimate for the increase of 
the price of commodities not included by the Ministry. 

If now in the Committee’s 1914 budget wc wjilc 75. («/. 
instead of 45. 8c/. for other items and correct as before for food 
(but not for coal and rent), the exjwnditurcs arc in 1020 £5 155. 111. 
and for 1914 £2 35. 3Jc/., an increase of 167 per cent., which is 
precisely that for large towns on October 1st according to the 
Ministry of Labour’s estimate. 

This attack on the official figure thus breaks down entirely. 

In the report there is a great deal of unfounded ciiticisrn of 
the Ministry of Labour’s choice of weights. It is said that the 
Ministry “ adopted in 1920 the same weights for the five groups 
of items into which family expenditure is analysed as they did 
in 1914. The weights in our investigation have been varied 
according to the actual expenditure on each <ff the groups of 
items in 1914 and 1920 respectively.” This is a complete mis- 
conception ; the Ministry, in fact, ai^jdied j)ricc-ratios to weights 
proportional to expenditure in 1914, the ('omniittco applied 
price-ratios to the actual exjmnditures in 1920. 

Write 7^1, Pg • • • prices, • • • ior quantities in 

1914, and p 2 • • • fm* prices in 1920. Write == 100 
etc., and = P^Q^, etc. Then E^, E^ . • • repre- 

sent expenditures in 1914. The Ministry’s index-number is 
+ + . . .)=100 • •)/ 
(Ql ^1 + ©2 ^^2 ‘f • • •)• , 

Now write ei = p^ ^2 = P 2 92 • • ■ Committee s 

estimates of expenditures in 1920, and take the price -ratios to 
be the same in both reckonings. 
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The Committee’s index-number is 100 (c^ -f Cj, + . . .)/ 


.lOOei , lOOcg 
(— r r ■ 


+ 


• •) = 1^0 {'/i Vi -1- <h Ih -I- • • •)l('h Pi -1- 


?2^2 + • • •) ~ + ^hPi^i + • • •)/{?! + ?2-p2+ • • •)• 

In each method the weights applied to the prices arc the 
same at both dates. 

The Committee compares its e^, c., . . . with the Ministry’s 
fh, i ?2 . . . and naturally finds that : A’g : . . . docs not 
equal e^: and on this inequality bases sharp criti- 

cisms. Now if wo compare, as we legitimately may, the ratios 
^ 1^1 • ^2 ^2 • • • • “ Qi Pi • Qi V 2 * • • •, wliicli show what the 
relative expenditui’es have become after tlic lapse of time, witli 
the Committee’s : Cg : . . • - - (/i Pi : P 2 • • • • 
differences are mainly due lo “ other items,” thus : — 


1‘roporl ioiialo oxpondiluro in different groii[)S. 



Corniinttec, 

Ministry, iroinpiilcd 
for 1920. 

Kood 

Clothing 

Rent ... 

.Cuol and light 

Other items .. 

fi, r^y etc. 
52-41 

10-51 

<5*84 

«-34 

140 

r.j, ctu. 

(•>13 

10-7 

S-.3 

7-2 

3-5 


100-0 

loo-o 

If ‘ other items ” are 

excluded and the remainder pcrceiitaged 

the agreement is close. 




No doubt the Ministry of Food give too little imi3ortance to 
“ other items,” though it has always been a puzzle how the 
poorer of the working-class meet these expenses; but if the 
Ministry’s percentages are applied to tlic Coinmittce’s 1920 
weights, the increase above 1914 is 101 per cent., as actually 
obtained in the official statement. 

To sum up : the excess found by the Committee is due (1) to 
a mistake in the food computation : (2) to an unverified additional 
increase in the price of coal ; (3) to a completely unwarrantable 
treatment of other items; (4) to taking September 1st instead 
of the mean of September 1st and October Isl. The contributions 
to the index of these four are resi)cctively about 5, 5, 20 and 
1 2 points. 

It is very unfortunate tliat the report will be accepted by 
llie Labour Party as a successful attack, based on scientific 
methods, on the official index-number. The material is fairly 
good, the anal 3 ^sis seems to be made in good faith, and the 
mistakes and lack of evidence are not obvious to those who are 
mexperienced in calculations of this kind. 


A. L. Bowlev 
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A Note on Mr. Sai/ter’s “ Allied Shipping Control ’’ i 

Mr. Salter is far too modest : he was no mere passing observer 
of the events and facts he describes so ably. Bather was he an 
active working force representing at every moment the most 
up-tO'date phase of the Government's policy as it altered and 
progressed from time to time. Any one who was at all closely 
connected with the work at the time will recognise the accurate 
skill with which the picture is presented. Every struggle of 
conflicting policies, every force which contributed to the policy 
finally agreed — all are mentioned, all are there to be discovered 
by the careful reader. As an accurate record of the facts and 
events described it is almost impossible that the book will be 
surpassed. 

The book, however, is a great deal more than a record of facts ; 
it constitutes, perhaps unwittingly, a most able defence of Govern- 
ment policy. Unwittingly because neither the author of the book 
nor the authors of the Government policy appear to realise that 
the policy needs defence. 

It is a truism to say that half this country's population is 
absolutely dependent on the continuance of its foreign trade. 
The growth of this trade produced this pojiulation, its decline 
will destroy or remove it. At no stage during the growth of the 
organisation of Controls Avas there apparent any regard for tliis 
elementary truth. On the contrary, Order after Order, Control 
after Control were imposed upon British commerce, with no other 
object than to meet some immediate need, some political outcry, 
some sudden appeal from Allies or Dominions, or even to gain 
some political advantage. 

To use a phrase which should be recognised by Mr. Salter, 
it was government by competitive panic. In the last analysis 
the motives arc all reducible to a single one, fear. It was this 
same motive, fear, which rendered of little effect the attempts 
at Restriction of Imports and the work of the earlier Committees, 
such as Lord Curzon’s Shipping Control Committee and the 
Tonnage Priority Committee. 

The effect on British commerce has been disastrous. At 
first it was simply hampered, as it were, incidentally by the forcible 
rupture of its contracts. Next it was in part destroyed, either 
as an incident to alleged necessity of supply or because rising 

' AUted Shippituf ( 'oiilrol : un Expefimenl in InUrnational Administndio^* 
By J. A. Salter. (PubliBhed by the Clarendon Press on behalf of the Carnegie 
Endowment for Iiiteriiational Peace.) 
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prices were politically inconvenient. Finally in parts it was 
debauched by being taught to make money through Government 
Control. As seen since the Armistice, the damage to the enter- 
prise and morale of British commerce has been incalculable ; the 
result has been the unemployment doles and will be emigration. 
These are heavy prices to pay for Control, and can be justified 
only by the clearest necessity. 

The necessity may have been present — almost certainly it was, 
quite certainly it was growing — ^but a system which has produced 
such results, even under the spur of necessity, requires rather an 
apology than to be held up as an achievement to be admired 
and as an example for the future. The Government and the 
author are here at one: both exhibit, or have exhibited, to bo 
admired diagrams of organisation embracing a very largo part 
of British commercial activity. 

It would almost appear as if the Government at one time had 
been consciously w'orking for the complete nationalisation of all 
commerce, dishonest though it would have been to attempt this 
under cover of a great war. Probabl3% however, such a charge 
would have no foundation. At the same time the Government 
is only cleared of such a charge at the expense of admitting that 
it was infiuenced by competitive panic. 

Fortunately for British commerce, and ecpially fortunately for 
the population dependent on that commerce, the machinery of 
Control, British and Allied, never was operated at full power. 
Fortunately, too, the levers operating Allied Control remained 
largely in the hands of British Ministries. This occurred chiefly 
through Allied default, actual or technical, under the various 
agreements. Had not tlie Armistice intervened in November 
1918, had the war lasted another jear, the process of controlling 
British commerce might well have gone too far to be reversed, 
and the country might have emerged from the w’ar with the 
delicate fabric of British commerce irretrievably ruined, and with 
the inevitable prospect of State monopoly' trading. 

As it was, the post- Armistice Tonnage Agreement with France 
on January 22, 1919 (Document 16), poslimiied tlie release 
of British commerce by at least six months, and thus gravely 
hampered its convalescence. 

That there are those who wish to see this country- regulated 
under some form of State Socialism, or even Communism, is well 
known. It is a curious reflection that the realisation of their 
desires was prevented only by the termination of hostilities in 
November 1918. If in 1919 there had been such an ofiicc as that 

No. 123.— VOL. XXXI. G G 
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of the Arch-Controller, British commerce would have most fittingly 
addressed it in these words, which a Colonel Sexby once wrote 
to Oliver Cromwell : — 

“ To your Highness justly belongs the honour of dying for 
the people ; and it cannot choose but be unspeakable consolation 
to you in the last moments of your life to consider with how much 
benefit to the world you are like to leave it.” 

The whole of the remarkable dedication of Colonel Sexby’s 
pamphlet would indeed serve as a complete expression of the 
attitude of British commerce to the war system of Controls. 
Such a system may be endured as a necessity ; it can never bo 
admired as an example. 

Percy E. Bates 


OBITUARY 

Arnold Jacob Cohen Stuart 

The name of Cohen Stuart is associated with a peculiar 
variety of the principle which forms the criterion of equity in 
the distribution of fiscal burdens. Whereas J. S. Mill tauglit 
that justice is realised when each tax-payer incurs an equal 
sacrifice, Cohen Stuart interpreted the dictum as meaning tliat 
the sacrifice of each should not be equal absolutely, but should 
bear the same ratio to the total satisfaction which each individual 
derives from his income. This doctrine is recommended to 
some by its leading to a higher rate of progression than 
the simple equality of sacrifice. To others the conception of a 
ratio between two amounts of the subjective qu4intity sacrifice 
presents difficulty. It is hazardous enough to affirm tJiat 
the sacrifice felt by one person is greater or less tlian wliat 
is felt by another. Have wo faculties capable of measuring 
the ratio between the pain of privation which a person suffers 
from an assigned loss of income and the total quantum of satis- 
faction which he derives from income, and comparing this ratio 
with the corresponding ratio for another person? A virtual 
affirmative to this question seems to be given by the high 
authorities who have accepted the principle of Cohen Stuart. 
Thus Professor Seligman unhesitatingly accepts the principle 
as the proper interpretation of Mill’s precept. The adhesion 
of Lord Courtney was equally unequivocal. The authority of 
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Cohen Stuart himself counts for much in a matter about which 
practical good sense is decisive. Ho was a man of very varied 
abilities, knowledge and experience. Bom at La Hague in 1855, 
the son of an official who ranked high in the Civil Service, ho was 
educated at the Polytechnic School in Delft. At the age of 
twenty-three he was appointed supervisor of the waterworks 
(connected with irrigation) in Java. The facility with which 
he acquired the native languages, usually so difficult to Europeans, 
was remarkable. Compelled by illness to return to Holland, ho 
took tho opportunity of entering the University of Amsterdam. 
Ho used to say that it was an advantage to have learned Latin 
and Greek at a maturer ago than is usual. It was during liis 
academic career that his attention was directed to the theory 
of taxation by Mr. N. G. Pierson’s treatment of the subject. 
The work which Cohen Stuart was stimulated to write at this 
period was indeed, as tho Dutch title purports, a contribution to 
the theory of progressive taxation. It earned for him tho degree 
of Doctor of Laws and nomination to more than one Professor- 
ship at the University of Amsterdam. He practised law in 
Amsterdam for several years, was secretary to tho Cliamber 
of Commerce, and Member of tho County Council. In 1900 
ho accepted a position in tho Royal Dutch Petroleum Company, 
and in connexion with this business visited India, China and 
Australia. In 1900 ho became one of the managing directors 
of the company and settled in London. His intention to resign 
that post this year, in order to devote himself to scientific pursuits, 
was anticipated by death. Tho Economic Society has to lament 
the loss of a very distinguished member. 

F. Y. E. 


Current Topics 


The following have been elected to membership of tho Royal 
Economic Society : — 


Aggarwala, Prof. C. L. 
Andrew, F. W. B. 
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Bell, W. 
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Bolam, W. H. 


Boyd, S. M. 
Braithwaite, H. W. 
Broadhead, H. 
Brown, E. 

Burnett, H. W. 
Chappell, E. L. 
Chappie, L. J. B. 
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Stanners, R. W. 

Stathain, E. 

Stein, W. 0. 

Subramanyan, P. 

The Canton Christian Col- 
lego. 

The Royal Rank of Canada 
(Iforcign Trade Dept.), 
Montreal. 

The Sumitomo Bank, Ltd., 
Osaka, Japan (Com- 
pounder). 

Thomas, J. 

Thomas, S. E. tHfe). 
Thomasson, J. F, 

Tinnes, D. J. 

Trott, A. C. 

Tucker, Prof. R. H. (life). 
Underwood, Miss C. P. 
Wakabayasln, Y. E. 

Ward, Lt. F. G. S. 
Wigglesworth, F. 

Williams, H. 

Wilson, Prof. J. L. 

Yokobe, J. 

Yoshida, M. 
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The following have been admitted to library membership : — 
Arkansas University; Central Public Libraries, Bristol; Gty 
of London College ; Labour Office, Secretariat, Bombay ; Society 
Di Letture E Conversazioni Scientifichc, Genoa; The Central 
Statistical Bureau of Finland; The Library of the Supreme 
Court of Canada, Ottawa; The Royal Society of New South 
Wales; University of Finland, Helsingfors (1922); Watkinson 
Library, Hartford, Conn. 


Professor D. H. IVIacgregor, lately Professor of Political 
Economy in the Victoria University of Manchester, has been 
elected to the Drummond Chair of Political Economy in the 
University of Oxford, in succession to Professor Edgeworth, 
whoso approaching retirement was announced in the last issue 
of the Journal. Previously to his election (in 1019) to the 
Stanley Jevons Chair at Manchester he had been Professor of 
Political Economy at Leeds. He is the author of two well-knoAvn 
works : Industrial Co^nhination (190G) and Evolution of Industry 
(1911) ; besides numerous contributions to learned periodicals, in 
particular the Economic Journal. He is, wo believe, the only 
Professor of Political Economy who has received the Military 
Cross for gallantry and devotion to duty in action.” 


Dr. Lilian Knowles, lecturer in Economic History at the 
London School of Economics, has been accorded the title of 
Professor in the University of London. 

Mr. Alexander Gray, M.A., head of the Aiiproved Society 
Branch of the Insurance Department, London, has been elected 
to the new Jaffrey Chair of Political Economy in the University 
of Aberdeen. 

Professor B. Mukherjee, M.A., has been appointed Reader 
in Economics in the University of Lueknow\ 
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Journal of the Royal Statistical Society. 

March, 1921. The Measurement of Price Changes. A. W. Flux. 
An explanation of the principles on which the now index number 
of the Board of Trade is based. The Mint and Precious Metals 
in Canada. J. Bonar. A felicitous exposition of monetary 
details. Wholesale Prices of Commodities in 1920. FjDitor of 
THK Statist. The general index number for the year 1920 is 
a record : 251 as compared with 100 in 18G7-1S77 (85 for 1913 *14). 
In the last quarter there was a fall to 223-C (still higher than the 
average for 1919, viz. 20(5). 

May. The World's Wheat. Sir James Wilson. A comparison of 
pre-war and post-war production. Costs in Engineering. 
R. J. A. Pearson. Review of Recent Foreign Exchange Fluctua- 
tions. N. E. Crump. 

July. The Problem of Time Correlation. G. Udny Yule, F.R.S. 
A statement and criticism of methods cmx)loycd to show the 
relation between two quantities varying with the time. Women\H 
Minimum Wages. Dorothea lil. Barton. A sc([uel to the 
paper read June, 1919. 


The Edinburgh Review. 

July, 1921. Ths Dilemma of Civilisation. The Dean of St. Paul’s. 
“ Unless the devastating torrent of children can be stemmed, 
our condition will certainly go from bad to worse.” “ It would bo 
possible to make all parents pay for a good square meal given to 
the .school children once a day . . . unpleasant fui* the poor and 
prolific parent.” The Public Purse. Editor. A severe indict- 
ment of governmental extravagance. 


The Quarterly Review. 

July, 1921. Australian Laimir and Ideals **. Chartism. Elte 
Hal^vy. The War of the Mines. Arthur Shadwell. Reflec- 
tions on the Coal Strike. 


The Nineteenth Century. 

June, 1921. The International Labour Office. Lord Askwith. A 
warning against the bureaucratic spirit evidenced by the action 
of the Office in the case of white lead and agriculture. 

July. The Industrial Crisis and the Remedy. Sir Charles Macara. 
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The Cordemporary Review, 

June, 1921. The Coal Problem. I. Lord Gainsford. The Coal- 
owner’s case. II. R. H. Tawney. A plea for the reorganization 
of the Coal Industry. 

August. The Presenl State of Free Trade, Sir Godfrey Collins. 
We won the war under a Free Trade policy; wo may lose the 
peace through Protection. The Industrial Outlook. J. A. R. 
Marriott, M.P. 


The Fortnightly Review, 

June, 1921. The State and the Railways, J. A. R. Marriott, M.P. 
British Labour and the Bolshevic Danger. Politicus. 

Journal of Indian Imluslrics and Labour (Calcutta). 

February, 1921. Vol. T. Part I. A foreword by Sir Thomas 
Holland explains that the new Journal forms a step towards 
provincial co-(j 2 )eraiion. Among the articles arc The Possibilities 
of Industrial Develojmwnt in the. Central Provinces and Berar. »Str 
E. Low. Welfare Work in Bomlmy Cotton Mills, Sir E. Low. 
Trade Disputes in Bengal. Director of Industries. 

Inteimaiional Labour Review (Geneva). 

April, 1021. Co-operation in Industry. J. D. Rockefeller, jun. 
A very liberal industrial creed. Industrial Arbitration and 
Conciliation in Italy. Based on information received from the 
Ilalian Ministry of Labour. Old Age Pensions Legislation in 
France. 

May-^June. Social Legislation in the Republic of Austria. Dr. Max 
Lederer. The Industrial Training of Disabled Men in the 
United Kingdom. 


The Quarterly Journal of Economics (Cambridge, Mass.). 

May, 1921. Should the E.vcess Profits Tax he Repealed? Thomas 
S. Adam.s. “ The Excess Proiits tax (in the United States) has 
grievously sinned in over-taxing profits derived from the more 
hazardous and diilicult industrial undertakings.” It might be 
superseded by certain reforms in the income tax. Is Market 
Price Determinate ? F. W. Taussig. Within the limit of a certain 
“ penumbra,” the laws of supply and demand do not apply to 
market prices. A decline in price may induce people to sell 
moiu for fear of a further fall. The ordinary rules are particularly 
little applicable to the market in securities. The Meat-Packing 
Investigation. L. 1). H. Weld. A reply to Dr. Virtue's article 
of August, 1920, appraising the Federal Trade Commission's 
Report on the Meat-Packing Industry. The Fabian Socialist 
CennmonweaUh. A. N. Holcombe. Mr. and Mrs. Webb’s book 
dealing with this subject is an arsenal of arguments and suggestions 
for a moderate policy of State Socialism. ” They have dealt a 
heavy blow to the propaganda of the Guild Socialists, the Syndica- 
lists, and the Revolutionary Communists.” Early history of the 
term Capital. Edwin Cannan. 
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The American Economic Review (Cambridgo, Mass.). 

June, 1921. Federal Reserve Policy. A. C. Miller. Marketing of 
Agricultural Produce. James K. Boyle. Criteria of Marketing 
Efficiency. Fred E. Clark. Farmers' Co-operative Association. 
A. Hobson. Grain Standardisation. H. Bruce Price. Stabili- 
sation of Prices. B. H. Hibbard. The CoUective Labour Coniraxt. 
T. M. Avelallemant. The Industrial Situation in Great Britain. 
H. Feis. 


Journal of Political Economy (Chicago). 

June, 1921. The Federal Farm Loan Case. Howard H. Preston. 
Referring to the Federal Farm Loan Act, recently upheld by the 
Supremo Court. Paid-in Capital of the. Federal Reserve Banks. 
J. D. Maqee. Labour Absenteeism. E. Frankel. The more or 
less involuntary absence of employees from work is recorded for 
several establishments. 

July. A Survey of Profit-Sharing and Bonuses in Chicago Printing 
Plants. F. K. Wolfe. The National AdjustmeM Commission. 
B. M. Squires. Referring to a war-time agency for the control 
of the long-shore industry. The Classification of the Population 
According to Income. E. Sydexstricker and Willfoud Kino. 
To determine income in relation to requirements there are employed 
novel units, “fammain,”~“ a demand for food of a money value 
equal to that demanded of tlie average male ** in defined con- 
ditions; “ amniain ” (adult male maintenance) similarly related 
to the money value of articles of consumption generally. 


American Academy for Social Science (Philadelphia). 

May, 1921. Taxation a?id Public Expenditures is the subject of this 
month’s number. 


The Chase Economic Bulletin {Now York). 

April, 1921. Procedure in Paying the German. B. Anderson. 

The basic physical fact is that Ceriiuiny must produce more 
than she consumes, creating a surplus for the irjjlcmnity.’* “ if 
individual traders all over the world, studying their local markets, 
knowing their sources of demand, can gradually begin to iin])ort 
German goods, increasing the amounts gradually, it will bo 
possible for the outside world to absorb easily any suiqdus of 
goods that Germany can possibly create.” 


The Review of Economic Statistics (Cambridge, Mass.). 

May, 1921. The special feature of this number is the discussion by 
Professor Persons of that one of Irving Fishers’ formulas which 
he recommended at the lust meeting of the American Statistical 
Association as “ the best.” It is best only for certain purposes, 
the writer maintains. 

June. Recent economic and financial progress in Germany. Joseph S. 
Davis. “A marked increase in the desire to work among all 
classes ” is noted among other favourable symptoms. 
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July. Recent ecorumic and financial progress in France, Joseph S. 
Davis. ^ “ France is working, saving, progressing amid difficulties, 
determined to surmount them.” This is an exceptionally well- 
informed article with much up-to-date information. 


Journal des Economistes (Paris). 

June, 1921. Les depenscs recouvarables el les accords de Londres, 
Yves Guyot. Le budget du Jioyaume-Uni pour 1921-22. 
W. M. J. Williams. Le retour d Vecole Manchester. G. B. 
Hurst. La detie publigue des ijiats-Unis de 1789 a 1801. 
A. Raffalovich. 

July. LessalaircsetlcsPrix. Yves Guyot. Apr^lagrhe. F.Passy. 
Les industries electriqnes cn Chine. Fernand Jacq. IJn iheorie 
Anarchiste. N. Mondkt. Referring to Jean Grave’s lieformes, 
lievolutions. La crisc eccnomique cn Espagne. A. Mahvaud. 


Revue d' Economic Politique (Paris). 

May-June, 1921. L'n'olution actuelle du Bolchevisnie. S. Zagorsky. 
Facts foreseen h}’’ economists com])el the Soviet Government to 
substitute taxation of the x^casants for requisition of their produce 
to restore liberty of exchange, and to grant foreign capitalists a 
freedom of action which cannot consistently be withhold from 
native Russians. L'idtc de hi nuiurcUe dans la scioice cconomique. 
P. Struve. Le change Egyplien depuis la guerre. P. Ahminjon. 
An cxi^criment in tlie stabilization of exchanges. L' indice du 
rout de la vie du bureau de IStalisque de la Vilh d'Amsterdam. 
R. Claeys. Continued from the last number. La crise 
cconomique jvgee jwr les banquiers Anglais. L. Baudix. A 
useful summary of oxnnions lately expressed by Engli.sh 
specialists. 


De Economist (La Hague). 

June, 1921. Gccn aftiGndcrlijkc rrcutmi’arbeids bcscherming. Anna 
PoLAK. A protest against special legislation for female employees 
as resulting in their not being employed. Progressieve Momsten 
blasting. W. J. de Langen. Progressive income tax. 


Ekonomisk 'I'idskrift (Uppsala and Stockholm). 

1921. No. 1. Direct Taxation in England. Gustaf Lindahl. 
Ricardo and the Theory of Foreign Exchanges. D. Davidson. 
The Entente's Reparation Demands on Germany. D. Davidson. 
Social Insurance : a lecture by P. G. Laurin (Proceedings of 
the Political Economy Club). 

No. 2. The. Equilibrium of the Foreign Exchanges. Bertil Ohlin. 
The Gold Question. D. Davidson. Further discussion on Ricardo 
ctnd the Theory of Foreign Exchanges. G. SiLVERSTOLrE. Kopiy, 
D. Davidson. 
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No. 3. The Rise of Prices, Inflation and Foreign Exchange Policy, 
Bertil Ohlin. Note Circulation, D. Davidson. The Problem 
of Provisional Protective Duties, Lecture by E. Huss and dis- 
cussion at the Political Economy Club. 

[As is not unnatural, tho chief topics of discussion in the rocont issues 
of tho Swedish Econmnic Jourrud relate to curroncy. Following on earlier 
articles on tho same subject. Prof. Davidson reiterates his contention that 
Ricardo held that a change in the purchasing power of money in a country 
is not of necessity reflected in tho rates of exchange with other countries. 
Dr. Silvorstolpo endeavours to load tho discussion into tho wider flcld of 
tho general theory of tho exchanges, but Prof. Davidson declines to aiitiei- 
pate tho results of a general study of Ricardo’s teaching on this subject 
which ho has not yet completed, and contents himself with insisting that 
Ricardo docs not support tho view expounded liy Dr. Cassel in this Journal 
and elsewhere. Herr Ohlin, in an article on tho conditions of equilibrium 
of tho Foreign Exchanges, gives an interesting goom(»trical construction 
for tho expression of those conditions in tho case of an individual article 
which docs not, however, appear to simplify the general problem in any 
marked d(*groe. 

In his article on tho Gold Question Prof. Duvicisun diseiisses the ret urn 
to a gold basis and tlio conditions for such a policy in Sweden. He bolds 
that for elTective notion, co-operation between the Unitc»d States, Holland, 
Switzerland, dapan, Spain nn<l Swi'flcn's neighl>ourH, Denmark and Nf>rwuy, 
is desirable, possibly extending also to Canada and A\istrulia. At least 
a year would, he thinks, be recpiircMl before Sweden could safely get back 
to gold parity and current redemption of notes with golil. For her two 
neighbours a furtlier year is deemed to l>e necessary, wliilo England, Frai«*o 
and Germany will neWl many yeans of elTort before this desirable end cau 
be achieved in their case. Tho general clTec^t of resumption of red(*rnption 
in gold and the establishment of the conditions necessary for such redemp- 
tion are discussed, but a definito forecast is impossibh*. 

Herr Ohlin, in his article in No. 3, discusses tiu* proper meaning to lu' 
attached to tho w’ord “ inflation,'’ which he defines ns that rise in pric»‘s 
tho causes of which are found on tho side of monc»y, that is, are duo to a 
rate of interest below tho normal and, otln*r things being equal, finds its 
expression in an increase in tho emnilation. Hy “ other things being equal " 
is meant that no change is assumed in the circulation of commodities, not 
that their quantity remains unehangod. 

Tho discussion at tho Political Economy Club, report'd in No. 3, is 
somewhat reminiscent of various discussions on tho problems liandU'd in 
tho safeguarding of Industries Hill. A. W. F. | 


Sdentia (Bologna). • 

I. VII., 1921. Problemes financiers d'ainh guerre, II. Pariic: 
PreUvements sur h capital, C. Gini. Tho argunicnt^j for and 
against a capital levy are brought together and balanced with 
remarkable comprehensiveness and impartiality. 


Giomale degli Economisti (Rome). 

May, 1921. La rendila del cemsumaiore e le sue applicazioni Jinanziarie, 
G. Boroatta. An appreciation of MarshaU’s principle of 
“ Consumer’s ’* rent, with applications to taxation. Le condizioni 
deU* emigrazioni Ligure, M. G. Marengo. . 

June. Le norme di organizzazione del lavoro, V. Alfiebi. Referring 
to “ scientific management ” and the psychology of the worker. 
XJn censimento rruUdkese del 1673. M. Boldrini. A primitive 
census. 
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July, JJorganizzazione Aziendcde, V. Alfieri. A study on the inter- 
action between the parts of a firm or other economic aggregate. 
La Rendita del Consumaiore, G. Borgatta. The study of Con- 
sumer's Rent as conceived by Marshall is continued, with special 
reference to problems of taxation. 

Metrm (Padua). 

VoL. I., No. II. De la population de Constantinople sous les empereurs 
byzantins, A. Andr^ades. Collecting the rays of statistical 
light scattered through old records, the learned writer estimates 
that from the fourth to the twelfth centuries, a.d., the popula- 
tion of Constantinople was rarely below half a million, and some- 
times nearer a million. The population of the Byzantine Empire 
was between fifteen and twenty millions. 


La Riforma Sociale (Turin). 

May- June, 1921. Un economisia agrario : Chino Valenti. La 
Kicchezza dalV aspetlo cntrgetico. A. de Stephani. Sperperi 
proleiari e restrizioni BorgheM. Levio Livi. A contrast between 
great increase since 1913 in the consumption of luxuries in Prato, 
a working-class town, compared with Sienna, mainly bourgeois. 


Revista Nacional de Economia (Madrid). 

VoL. IX., No. 28. Felipe IT. . . . C. V. Mey. Philip the Second as 
a promoter of economic development. Tm gestion econdmica del 
Esiado en cl ultimo sexenio**. A chapter in the recent financial 
history of Spain. El prohlcma del paw forzoso. A. S. PuiG. On 
involuntary unemployment. Las Consecuencias Economicas del 
tratado de Versailles. A tran.^lation of two chapters of Keynes’ 
Economic Consequences of the Peace. 


NEW BOOKS. 


Knglish. 

Anoell (Nobman). Tlic Fruits of Victory. A sequel to tho 
Great Illusion. London : Collins. 1921. Pp. 3S8. 

[To bo roviowod.] 

Bowley (Arthur L.). Prices and Wages in tho United Kingdom 
1014-20 (Economic and Social History of the World War). Oxford : 
Clarendon Press. 1921. Pp. 228. 

[To bo roviowod.] 

Carpenter (Charles). Industrial Co-imrtiicrsinp. Third edition, 
bondon: Co-partnersliip Publishers, 1921. Pp. 102. 

[Tho first edition was published in 1914 ; tho third is enrichod by an Account 
ox tho South Metropolitan Company and its experiences during tho W nr- J 
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Ghambashidze (D.). Mineral Resources of Georgia and Caucasia. 
London : Allen & Unwin. 1919. Pp. 182. 

Cole (Maroaret I.). The Control of Industry. (Labour Booklets, 
No. 4.) London : Labour Publishing Co. Pp. 12. 

Fell (E. F.). Wealth and You and I. London : Methuen. 6«. 

Fox (Henry). A Philosophic View of the Land Question. 
London : Kingsley Press. Pp. 211. Bs. net. 

Graham (William). The Wages of Labour. (Cassell’s Social 
Economic Series.) London : Cassell. Pp. 166. 5s, 

Grew (W. F.). The Cycle Industry. (Pitman’s Common Com- 
modities and Industries Scries.) London : Pitman. Pp. 123. 3 j. 

Haldane (Viscount). The Problem of Nationalisation. With 
an introduction by R. 11. Tawncy and H. J. Laski. London : Allen 
& Unwin. Pp. 48. Is. 

[Tho ovidenco given Lord ilaldano before tlio Royal CommiHsion on Coal 
Mines is hero reprinted.] 

Hare (Sir Lancelot). Currency and Eniployinont Ueflalion of 
tho Currency. A reply to tlic Anti-Deflationists. London ; King. 
Pp. 59. 2s. iSd, 

Harrls (M. Dormer). A Social and Industrial History of England 
before the Industrial Revolution. London : CVdliiis. Pp. 227. 

[Tho work bolongs to tho sorioH of Conliniiiition JUnnunl^i adapted to tlio 
continuation of oduention boyoiul tho clcjinontnry stugo. Tho “consulting 
editor ** of tlic series, Sir William Ashley, contributes n preface.] 

Hobson (J. A.). The Economics of Reparation. London : Allen 
& Unwin. Pp. 32. Is. 

[Severely criticising tho proceeding of tho Allicj?, tho writer rocommeiuld 
providing assistanco in tho sliupo of transport, eoul and credit to Oermiuiy and 
referring tho determination of iior liabilities to an irnpurtiul Neutral Com- 
mission.] 

Jeffrey (E. J.), Breaking Point. Foreword by G. D. H. Colo. 
Jjondon : Parsons. Pp. 159. 45. 6d. net. 

Jones (Walter). Capital and Labour. London : King. 25. ikl 

Kahn (Otto H.). I*rc.ssing Problems and Nome Suggestions. 
New York : 52 William Street. 

Kahn (Otto H.). Reflections of a Financier. With an intro- 
duction by Right Hon. J. 11. Thomas, M.P. London ; Hodder & 
Stoughton. 105. 6d. 

Keith (A. B.). War Government of tho British Dominions. 
(Economic and Social History of the World War.) Oxford : Clarendon 
Press. 1921. Pp. 353. 

Keltie (Sir John Scott) and Epstein (M.). Tho Statesman’s 
Year-book. Statistical and historical annual of tho States of tlio 
world for the year 1921. Ixindon : Macmillan. 1921. Pp. 1544. 

[Tho fifty-eighth issue of this valuable manual prosonts information respecting 
all the States of tho world, of which thorn are now sixty-four; a great or sma 
“ independent entity *’ — ^Tho British Idmxjiro or Fiumo — each country for oiio.j 
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Lb Bon (Gustave). Tho World in Revolt : a Psychological Study 
of Our Times. Translated by Bernard Miall. London : Fisher 
Unwin. 12^. 6d. net. 

Lipson (E.). Increased Production. (Tho World of To-day.) 
London : Oxford University Press. Pp. 71. 

[Increased production is connected with tho improvomont of tho economic 
position of the workers. “ If the distriViution of wealth wore improved tho 
stability of industry would bo enormously increased.” ” If tho autocracy of 
tho employer woro gradually transformed into a const! iutiotml monarchy in 
which responsibility increasingly devolved upon tho workers, tho result would 
be to diminish the present friction botwoon capital and labour, and to supply 
the greatest possible incentive to tho workers to increase i)roduction.”] 

Melville (Lewis). The South Sea Bubble. London : D. 
O’Connor. 25^. 

Mousley (E. 0.). An Empire View of tho Empire View of the 
Empire Tangle. With ])reface by the Right. Hon. W. F. Massie, 
Prime Minister of New Zealand. London: King. 1921. Pp. 87. 

[Tho writer is a Now Zealander who eomplctctl his education nt Cambridge. 
Tho problems before tho Imperial Conforonco 1921 are considered.] 

Oldham (Processor C. H.). The Present Taxable Capacity of 
Ireland. A paper read to the Statistical Society of Ireland. Dublin : 
Ponsonby. 1921. Pp. 30. Is. 

[The methods for measuring taxable capacity used in 1890 have become 
faulty through change of circMunstances. By corrected reasonings it is argued 
that tho taxable capacity of Ireland relatively to (jreat Britain is now 1 : 30-31, 
that of £.*>0,615,000 estimated to have been contributed by Ireland in 1919-1920 
ov(3r £18,5CK),000 was over-taxation. 8co above article by Sir J. Sl«mp.J 

Osborne (Sidney). Tho Problem of Upper Silesia. With five 
maps. London : Allen & Unwin. Pp. ISO. 

[Mr. O.sborno is tho author of The Upper Siletiifin Question and Gcrmunifa Coal 
Problem.\ 

Plunke'PT (Rio fit Hon. Sir Horace). Oxford and tho Rural 
Problem. (The first Sidney Ball Memorial Lecture. Barnett House 
Papers, No. C.) Oxford: thiiversity Press. 1921. Pp. 18. Is. 

[Tho treatment of tho rural problem in Ireland olToi’s an object lesson to tho 
Bnglish-speaking world.] 

Political Economy Club. Founded in London 1821. Minutes 
of Pioteedings 1899-1920, Roll of Members and questions discussed 
1821-1920, with documents bearing on the history of the Club. 

[Tho hirjtory of tho Club is illustrated by extracts from diaries and letters. 
The records of tho post are made to live in tho introduction signed H. H. In 
the Conclusion signed Henry Iliggs many interostiiig roininiseenees uro added.] 

Ralph (F. H.) and Griffith (W. J.). A Digest of British Economic 
History. London : Murray. 5^. 

Rice (P. A. B.). Sugar and Sheep. A light-hearted history of a 
red-hot time. Brighton : Southern Publishing Co. 2^. Grf. 

[By the lato Food Goutrollor for Brighton.] 
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Salter (J. A.). Alliod Shipping Control. An Experiment in 
International Administration. (Economic and Social History of the 
World War.) Oxford : Clarendon Press. 1921. I^. 372. [See note 

above, p. 412.] 

Snowden (Philip). Labour and the New World. (CasscU’s 
Social Economic Series.) London : Cassell. Pp. 316. 7s. 6d. net. 

Stocks (M. D.). The Meaning of Family Endowment. London : 
Allen & Unwin. Labour Publishing Co. Pp. 45. Is. 

Stocks (M. D.). The Industrial State. A Social and Economic 
History of England. (Continuation Manuals.) London and Glasgow : 
Collins. Pp. 319. 

[To bo roviowod.J 

Welbourne (E.). A Social and Industrial History of England. 
Modern Times. London : Collins. Pp. 212. 

[Part of the “ Continuation Sorioa *’ montionod with roCcronco to Mr. l[arri.>i 
book above.] 

Wolff (H. W.). Rural Reconstruction. London : Sclwyn & 
Blount. Pp. 363. 15s. 


American. 

Bakeless (John). The Economic Causes of Modern Wars. 
(Williams College David A. Wells Prize Essays, No. 6.) Williams 
College. 1921. Pp. 265. 

Baker (Charles W.). Govornmeiit (\)ntrol and operation of 
industry in Great Britain and tlic United States during the World 
War. (Preliminary Economic Studies of the Wai’, edited by I). 
Kinley.) Carnegie Endowment for International l^ace. New York. 
Oxford University Press. 1921. Pi). 138. 

Berdaiil (Clarence A.). War Powers of the Executive in the 
United States (University of Illinois Studies). Urbana : University. 
1920. Pp. 296. % 2*25. 

Clark (Edgar E.). Inter-State Commerce, Testimony given 
before the Senate Committee, with introduction by Francis B. James. 
Washington ; Byrne, 1919. Pp. 262. 

Genoenbach (Edgar). Common Sense t?. Prohibition in Railroad 
Rates, 1921. With introduction by PVancis B. James. Washington : 
Bymc. 1921. Pp. 40, 25 cents. 

James (Fbaecis B.). Some phases of the Transportation Probfcm 
(American National Economics). Washington : Byrne. 1921. 1 P* 
58. 25 cents. 
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French. 

BossiiiBE (Ben£ B.). Lo rogicment d’avariSs du grand abordage. 
Paris: Bousseau. 1921. Pp. 36. 

[It is proposed to rogiilato componsation for losses caused by war according 
to the principle of “ general averago *’ as applied in shipping.] 

Bourbbau (Dr. Marcel). La Bourse des Valeurs de Paris pen- 
dant la Guerre (1914 — 20). Paris : Pichon. 1921. 

Gide (Charles). Consumers’ Co-operative Societies. Translated 
from the French by the Staff of the Co-operativ^e Reference Library, 
Dublin. Manehester : Co-operative Union. 1921. Pp. 251. 

Guyot (Yves) ct Raffalovich (Arthur). Inflation et Deflation. 
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WEATHER AND HARVE8T CYCLES 

In an article i^ublished in The Economic Journal for March 
1920, and supplemented by a note in the June issue, I called 
attention to certain figures relating to British exports, to prices 
of food as compared with prices of other articles, and to baro- 
metric pressures, which appeared to suggest the existence of a 
regular meteorological cycle affecting harvests.^ 

The statistics given in those articles related to the last sixty 
or seventy years. 1 stated, however, that the suggestion made 
by them appeared to be supported by such records as I had 
up to then investigated relating to the prices of corn in earlier 
centuries. I have now collected more information as to corn 
prices, and submit this as a further step in the investigation of 
weather periodicities.* 

This information is summed up in the chart printed below, 
and representing the yearly fluctuation of u heat prices in Western 
and Central Europe from 1500 to 1869. Considerations of space 
exclude any account of the sources used and the presentation 
of any but the final and summary figures. 1 can only say that 
they are based on lists of prices for long periods of consecutive 
years at nearly fifty separate places in England (4), Scotland (4), 

^ In the issue of The Econo^iu’ Joi^rxal for March 1921 Mr. W. Bryant has 
criticised those articles, and particularly my use of certain barometric statistics. 
I venture to think, however, that he has not quite nppreciatcil niy point in using 
them A period of 15*S years clearly cumiut bo demonstrated by statistics 
covering 40 years, i. e. only two etmiplete revolutions of the period, and 1 never 
thought it could. 'Wlint 1 did was to sliow in certain economic records five 
suect'asivo fluctuations of this length (15*.’{ years), and then that the three 
niinima for which comparison could be made practically coincided with minima 
of barometric pressure in the greater part of the civilised world. Nor is it the 
case (as Mr. Bryant says) that I “ curiously ignored ” the South American statis- 
tics 'which would have corrected my results and evened out the fluctuation. 
In my first orticlo I specifically roforred to those statistics, and gave the 
obvious reason for not combining them with those for the Eastern Ilemisphoro. 

^ In coUocting these statistics I have been helped by a grant from the 
l^op^tment of Scientific and Industrial Reaeareli. 

■No. 124, — ^VOL. XXXI. 
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Holland (2), Fenders (5), France (11), North Germany (14), 
South Germany (4), Alsace (2), Bohemia (1), and Austria (1), 
as well as on official averages for whole countries, when these 
become available. The bracketed figures show the number of 
separate places represented. The price lists have all been printed 
before in separate books, pamphlets or periodicals, but never 
collected even for a single country. I have used Thorold Rogers’ 
work only to provide averages for England before 1693 and 
material for two or three lists ; d'Avenel's figures for France I have 
not been able to use at all. For the present purpose the prices 
have been combined, by conversion into index numbers on the 
basis : Mean of 1700-46 = 100, and the general trend has been 
eliminated, as far as possible, by showing the index number 
for each year as a percentage of the mean for the period of 31 
years of which it is the centre. These percentages are set out 
graphically on the chart as indices of the yearly fluctuation of 
wheat prices. The years are “ crop years,” that is to say, ilio 
index for any given year represents so far as is possible Iho 
average price at which the crop of tliat year was S( ld. In 
comparisons with other records the ‘‘ croj) year ” is taken as 
beginnning on 1st September. Tlius, 1897*33 in this notation 
corresponds to 1st January 1897, 1897*00 to 1st September 180(). 
All dates in this article refer to crop years unless the contrary 
is indicated. 

The chart shows a curve with a number of well-marked 
peaks of comparable height, running to a maximum of J7S, 
and many minor elevations. There can, I think, be no dciibt 
that these peaks and elevations reflect substantially the harvest 
conditions of the year to which they relate. This is clear a 
priori y having regard to the very wide field from which the figures 
are drawn. A siege of a single town as of Pafis in 1599 may 
cause a rapid rise and fall of prices there, but the fate of a single 
town does not seriously affect the general index number. A 
general war like the Thiity Years War, or that of the Napoleonic 
period, whether accompanied or not by an orgie of currency 
inflation, may raise rapidly or gradually the general level of 
prices, -but after such a widespread destruction of goods and 
depreciation of money, prices cannot show a rapid and com- 
parable fall. The only cause which can reasonably account for 
the characteristic peaks of the curve before us is a fluctuation 
in the yield of harvests. That this was, in fact, the cause can 
be shown a posteriori practically in all cases by historical records ; 
the main peaks and the minor elevations alike are almost all 
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idcntilied with well-known years of famine or harvest failure, 
generally attributed to inclement weather. 

This does not mean that the disturbing influence of wars, 
inflations, and the like has been or can be completely eliminated. 
Undoubtedly, for instance, the price of the year 1617, by its 
position just before the outbreak of the Thirty Years War, 
appears in the curve too low' rehatively to those of 1622 and 
1608, but all three years were equally beyond doubt seasons 
of dcaith. The index for 1651, again, is probably raised unduly 
by the destructive but short-lived Revolt of the Fronde; 1804 
and 1805 are suspect, for they coincide with Napoleon's lightning 
strokes across Europe. In the last seventy years (after 1800) 
another disturbing influence — ^the credit cycle — ^begins to show 
itself, and cannot be eliminated by any simple mcthr?d. The 
character of the curve is visibly altered in these later years; 
beyond 1860 it could not without correction be trusted as an 
indication of harvest conditions. 

In the first fifty years tlie basis of the price index is rather 
narrow, no satisfactory figures being available from France 
before 1520, or from North Germany before 1550. The most 
valuable portion of the chart is accordingly that between 1550 
and 1800. 

Subject to one or tw'o reserves, the chart must be accepted 
as essentially a reflection of harvest success and harvest 
failure. What light docs it throw on the problem of w'eather 
periodicity ? 

The answer to this question is sought below by two dislincl 
methods. The first is mathematical- a liarnionic analysis of the 
sequence of numbers given in the Appendix Table as indices of 
fluctuation of wheat prices. The second is arithmetical — an 
examination of the intervals between jjeaks on the curve shown 
in the chart, with reference to known solar or meteorological 
cycles. 

For the harmonic analysis 1 am indebted to Mr. H. T. Curwcii, 
Lecturer in Mathematics at the London School of Economics and 
Political Science. In accordance with the methods used by Sir 
Arthur Schuster, Mr. Curwen has constructed a periodogram of 
w heat-price fluctuations ; his work is not complete, but his Imst 
results are suETiciently striking to be given at once. They are 
set out in the table headed “Periodogram of Wheat Price 
Fluctuations,” with a brief explanation of the formulas used. 

The observations, /. c. the^ index numbers of price fluctuation 
(0 were arranged in m rows of p observations (so that vip =■ N, 
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the total number of observations), and were dealt witli as 
follows : — 

h-i 

Ut h \ ^2P-i 

l)p imp I 

Sum of Columns T^, 1\ 

Tiion a 

h 

,.2 

The values of a, h, and for each integral value of p from 2 
to 36 (a* = 1) were first calculated both for the whole sequence of 
observations from 1545 to 1814 (N 300) and for each half of 
the sequence — 1545 to 1694 and 1695 to 1844 — taken separately. 
The same elements for intermediate values of p were obtained 
by taking second or third harmonics {s = 2 or s == 3) but only 
for the whole sequence. Thus for p — 151, represents the 
second harmonic for 31 (/> - -31, — 2), and for ~ 15J it 

represents the third harmonic for 46 (p = 46, 5 = 3). 

The table gives a, b and for the whole sequence 1545 to 
1844, and r- only for each half sequence. 

In order to test the probability of obtaining any given ampli- 
tude the standard deviation (a) of the original observations was 

4(7^ 

calculated, and the expression obtained as representing the 

mean of the square of amplitude for comparison with the actual 
amplitudes for diiTorent values of p. Then, if the order of the 
original observations is a random one, the chance of obtaining 
for any value of p an amplitude equal to or greater than r is 

c ^ where k = For the sequence 1545 to 1844, o® = 419*83. 

Considering first only integral values of /), to which examina- 
tion was confined in I lie first instance, the number of 15 years 
stands out, as yielding very large aniplitude.s both for the wdiole 
sequence and for each of its halves. Analysis at lialf-yearly 
intervals (made only for the whole sequence) gives a materially 
greater amplitude at 15J years, and finally that at 15J years 
proves greater still. The square of the amplitude is 82*31. The 

niaximum phase is given (by the formula tan ^ = -) at 246° 50' 


* p-\ 
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Febiodoqbam op Wheat Peioe Fluctuations 
(Western and Central Europe). 



Sequence of Observations 1545-1844. 

Sequorico 

Sequence 

Period. 




154.5-1094. 

169.5-1844. 

P- 

a. 

b. 

r*( = a» 4- 6*). 


r®. 

2 

+ 11 

•00 

•01 

•44 

•21 

3 

- -29 

- *39 

•23 

1*28 

•03 

4 

+ 1-47 

- M3 

3-44 

2*87 

10-64 


- M5 

- 1-71 

4-23 

— 

— 


+ 1*64 

4- 1*05 

3-79 

— 

— 

5 

f 1-85 

4- *99 

4-43 

11*84 

4-94 

5i 

- *90 

-I- J-27 

2-42 

— 

— 

iS 

- .3*50 

- 12 

12-29 

14*67 

23-41 

n 

+ 1*41 

4- 1-22 

3-47 

— 

— 

7 

H-2-44 

- 211 

10*43 

13*58 

17*1.5 

n 

- *50 

1 *23 

•78 

— 

— 

8 

- 2*79 

4- 2*0(i 

1205 

4*45 

9*97 

8i 

+ -99 

4- 2*92 

9-51 

— 

— 

9 

-- M2 

- 1-07 

2-39 

14*04 

2*02 


+ *83 

4- 1*71 

3-63 

— 

— 

10 

- 2-29 

-38 

5*39 

37*93 

48*56 

lOi 

+ 2*47 

- 1*82 

9*42 

— 

— 

11 

~ 4*0G 

- 4*95 

40*93 

70*02 

7*76 

lU 

- 2-,-5a 

-30 

0*08 

— 

— 

12 

~ .3-18 

- 3*16 

20*11 

21-69 

35*45 

m 

- 1*80 

4- 4 *04 

19*57 

— 

— 

1.3 

H- 3-77 

.3 08 

27*81 

79-72 

82-57 

13i 

-f 1-78 

~ 2 02 

7 26 

— 

— 

14 

-f- 15 

- 01 

•02 

13*06 

32*17 

14^ 

-- 3*4.5 : 

- *19 j 

11*92 

— i 

i — 

15 

-f 6*32 I 

- 2-72 1 

47*28 

70*38 

138*25 

Uk 

- 3*.77 

- 8*34 : 

82*31 

i 

— 

m 

-8*11 = 

- .3*70 : 

79*87 


— 

IG 

^ M8 

!- 4*40 : 

20*14 

37*73 i 

2*41 

17 

4- 3-33 ■ 

t-28 ■ 

29-35 

.59*33 

24*08 

18 

- 3*94 ; 

1-31 : 

17-20 

73-39 

4*7 

19 

f- 1*19 

-.31 i 

1-.50 

20-30 

1. 5*9.5 

20 

- .7*40 

1-80 ; 

32-44 

18-57 

29*74 

21 

*78 

2*39 ! 

o*,3:5 

4.5-98 

12*10 

22 

1-2-u ; 

1-71 1 

7-50 

17-05 

; S-92 

23 

2*15 

1-71 j 

7-54 

.‘1-97 

1 33-98 

24 

4- *44 i 

4 5-13 i 

20-48 

7-58 

10*59 

25 

3*87 ' 

- *20 j 

14*95 

44-05 

.‘40*30 

2G 

f- 1*07 . 

- MO i 

3*35 

14-14 

! 19*60 

27 

1*00 ' 

- -40 1 

1*2.5 

O-tf 

' 6*90 

28 

f 1*17 

- 80 i 

2*00 

24*:ri 

6-79 

29 

+ *75 : 

- 2*12 1 

.505 

33-54 

10*30 

30 

— 1*.72 . 

- 2*36 i 

j 7*80 

4-7.5 

11*81 

31 

- 2*19 

4- *48 I 

5*04 

23-10 

9-.8I 

32 

+ *31 

4- *98 i 

1*05 

28-04 

19*2.5 

33 

4* ‘47 

— i*fii ; 

2*82 

13-49 

30*O‘2 

34 

- 3*01 

- 1*40 : 

11*04 

0-41 

30*70 

35 

+ 3*78 1 

4- 1*79 

, 17-.52 

6-95 

37*67 

36 

- 1*05 : 

4" 4*8.i 

1 20*27 

10-29 

39*58 


or 10*51 years from the origin; taking this at J 545*50 the first 
maximum occurs at 1556*01. The value of k is 14*7 and the 
probability of obtaining a square of amplitude as great as 82*31, 
if the order of the observations is a random one, is ’ o*' 
1 

2,422,000* 
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This amounts to a demonstration that the order of the obser- 
vations is not a random one, but that they are arranged on 
some principle; odds of millions to one represent an almost 
superfluous degree of certainty. It is not equally certain that 
the departure from randomness takes the form of periodicity; 
theoretically, some other explanation may be within the bounds 
of reasonable chance. But the most natural, if not the only 
conceivable explanation, of so emphatic an appearance of period- 
icity is real periodicity; if harmonic analysis can by itself ever 
prove the existence of a physical period it seems to do ' so 
here. 

Here, however, harmonic analysis docs not stand by itself. 
The period shown by harmonic analysis of wheat price fluctuations 
from 1545 to 1844 is identical in length and phase with that which 
in March 1920 I derived from the statistics of British exports 
from 1830 to 1913, before I had ever looked at corn prices. 
The cycle which I named then was one of “ between 15-2 and 
15-4 years,” reaching maxima in 1832, 1847, 1862, 1877-8, 1893, 
1909. As the economic conditions of any one year are influenced 
less by the harvest of that year than by the harvest of the year 
before, each of these dates must for comparison with the “ crop 
years ” of this article bo put a year earlier, to 1831, 1846, 18C1, 
1876-7, 1892, 1908. The continuity between this cycle and that 
shown by harmonic analysis in the wheat prices, and appearing 
unmistakably in the original observations, is absolute. 

Tile period of 15 J years shown in the periodogram is marked 
out in the observations by peaks at 1550, 158G, 1017, 1048-9, 
1678, 1693, 1709, 1724-5, 1740, 1750, 1770-1, 1800-1, 1816, 
1830-1, 1840. These form a scries of 15- or 10-year intervals 
all but unbroken from 1078 to 1846.^ and continued backwards 
by 30- or 31-3''ear intervals to 1550. 

To show the continuity of this series of 15- or IG-year intervals 
up to 1846 with those yielded bv the exports statistics after that 
flato, I have plotted at the end of the chart a curve based on 
the exports index ” ligures described in my tirst article. I 
first calculated continuous 15-year averages of the “ new exports 
judex ’ (column 4 on pp. 24- 5 of T k Econo:\ji( Jotrn.al for 
iilareh 1920), then expressed the figure for ('aeh year as a per- 
centage of the mean for 15 years of which it is the centre (so as 
to eliminate the trend), and finally deducted this percentage 

' The only gap is at 178ti, and rather rminrhahle; the weather then and 
in 1786 was ahnormally had (Arini al Pev>?tcr for 1786), but liur\csts and pr.cos 

Europe seem to have been bttlo affected. 
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from 200 (so as to invert the curve). The resulting figures are 
plotted from 1840 to 1910. I have not, beyond 1879, used the 
actual figures given in my first article (based on Sauerbeck’s 
price index), but revised figures based on the Board of Trade 
index; there is no substantial difference between the two at 
the important years 1876-7, 1892, 1908. According to the 
argument in that article, a high point on the curve as now 
plotted should correspond to deficient harvests and a low point 
to good harvests, in those countries, taken as a whole, to which 
British exports go. Actually, in the 30 years’ overlap (1840-69) 
there is close agreement between this curve and that of wheat 
prices. 

The maxima after 1816 reached by taking a cycle of exactly 
15J years from 1556*01 are 1831*35, 1846*68, 1862*01, 1877*34, 
1892*67 and 1908*00. For several restsons 1 am inclined to put the 
exact length at something less than 15 J years; 15*3 is probably 
a better figure to use, and is of course cpiitc consistent with 
the harmonic analysis so far as it has been carried at present. 

Mr. Curwen’s table shows interesting amplitudes also for one 
or two other values of p, notably at 10, 11, 13, 17 and 20 years. 
At 11 years, taking the whole sequence, -= 40*93, k ~ 7*3 and 

€'^ = ^ representing in itself considerable probability of a 

true period. When, however, the two halves of the sequence 
are examined separately, the importance of the period is seen 
to be due entirely to the first half (1545-1694), where it over- 
shadows even the ISj-year period; in the second half (1695- 
1844) it is absent or insignificant. This is curiously like the 
behaviour of the 11 -year period in Sir Arthur Schuster's analysis 
of sunspots. The 11 -year period was all but invisible in the 
first half of Sir Arthurs sequence (1750 to 1825)f but dominat(Ml 
the second half (1825 to 1900) completely, and so was prominent 
in the sequence as a whole (1750 to 1900). Meteorological cycles 
arc often meteoric both in their emphasis and in their transience. 
By way of contrast at 13 years (and again at 10 years), there arc 
large amplitudes for each half of the sequence taken separately, 
combined with relatively low amplitudes for the whole sequence. 
This suggests periods , near but not very near to these two values 
of p. 

The main result of Mr. Curwen’s analysis is to confirm in 
the strongest possible way my original suggestions. Unless one 
is prepared to discard the method of the periodogram altogether, 
as a means of discovering periodicity, it is difficult to doubt that 
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there is a physical reality behind this appearance of a period of 
about 15-3 years in the yield of harvests. 

But the 16'3-year period, even though it be real, is neither 
siiuplo nor homogeneous. Three distinct sets of consideration.s 
compel UR to seek beneath its surface for complex causes : — 

First, the recurrences of the 15'3-year cycle, as they appear 
in economic records, are of varying intensity ; in any given 
scries of years alternate recurrences (at distances of 30*6 years) 
are more marked than those tliat intorvciie, as a man walking 
with a burden may press more heavily with the right foot than 
the left, and as he shifts his burden may later press more heavily 
with the left foot than the right. With the outstanding famines 
of 1556, 1586, 1617; 1630, 1661, 1693; 1709, 1740, 1770, 1800; 
and 1816 and 1846 ; we get almost the appearance of a 30'6-year 
cycle shifting its phase abruptly at times by about half a 
revolution. 

Second, a cycle of 15-3 years has not, so far as I am aware, 
been found in any meteorological records. On the other hand, 
as will appear below, there is a singularly close arithmetical 
relation between 15'3 (or 30'6), and the lengths of some w^ell- 

supported solar or meteorological cycles, such as O'l 5 


4-37 


(30*6) 

- rj 


- ; and 22 


(30*6) 

11 


3 'eurs. 


Third, the evidence of prices and famines before 1545, though 
far from complete, suggests on the one hand that the 15-3- or 
3()'6-year cycles with their present phase were not then in action, 
and on the other hand that something akin to them but different 
was in action. 

An explanation botli of the 15-3-ycar period itself and of these 
three sets of facts has iio>v to be attempted, by an examination of 
the chart of price fluctuations and of the figures that it represents. 

Period of 4'374 Years , — The analysis may conveniently be 
begun by considering certain pairs of well-marked peaks each 
with an interval of 13 years between the two peaks, namely, 
1573 : 1586, 1617 : 1630 (with a continuation in 1643), 1661 : 1674 
(with a possible precursor in 1648), 1748 : 1761 and 1853-4 : 1866-7. 
There are also 13-yoar intervals between markedly high points 
at 1538 : 1551 and 1757 : 1770 (continued in 1783). The intervals 
themselves, reckoning from the first year of each pair or group, 
are separated by distances of 35, 44, 44, 87, 9 and 96 or 97 years. 
These “ distances ” are not themselves multiples of anything like 
thirteen years, but they are one and all close multiples of some- 
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thing over Y, years. They are not close multiples of 

-V*, V, Every one of these 13-year intervals would 

fit the recurrences of a cycle of just over 4 J years, and would fit 
no other cycle of more than two years in length. Measuring 
from 1538 to 1866-6 we get 75 revolutions of 4-38 years; 
taking one maximum as falling near 1866-5 we get another 
maximum 30-6 years (=7 revolutions) later, falling somewhere in 
the harvest year 1897, that is to say, roughly in the twelve 
months following September 1896. If all these similar intervals 
have any common cause it must be a cycle of that length and 
phase. They fit no other cycle.^ 

A physical cycle precisely corresponding to these require- 
ments exists. Among the periods found by Sir Aithur Schuster 2 
in the sunspots, by the method of the poriodogram, is one to 
which he assigns a length of 4-38 years and a maximum phase 
at 1897-00, which would correspond to 1897-33 if we reckon by 
crop years (beginning on September Ist). It is not one of the 
more important solar periods, such as 4-77, 8-34, and 11-12 and 
its harmonics, and it is unlike them in not being accurately 
divisible into 33-37 years. This is the soli of result to be expected. 
Solar and terrestrial phenomena are clearly connected, but the 
causes which give special prominence to particular cycles in the 
sunspots arc inoperative on the earth.® 

Other considerations give as the most probable length of 
the cycle 4-374 years with a margin of error ± -010 years. It 
will bo convenient to assume this length for the future, taking 
the maximum phase to correspond exactly with that deter- 
mined by Sir Arthur Schuster for the snnspe-ts, namely, January 
1st, 1897, or 1897-33, in crop years. It will be convenient also 
to designate this cycle by the letter A. ^ 

The 13- year interval is not itself a substantive period, hut 
only a manifestation of the A cycle. Is there any reason 
why this cycle should tend to sliow itself in 13-year intervals? 

^ Tn llio fjftonnt.h wnhjry t.hf» only consorntivn prifo rmords — for Fliinrlora- 
show 1 years intervals at 1424 : 1 437-8 and (less eloarly) at I4.')5 : 1468 -0 : 1481-2, 
L c. at distaj eos of 114 years (26 x 4-38) and 83 (10 X 4-38) years from 1638. 
There ay>pear to lx‘ no other 13-yenT intervals in the records except at 1502 : 
151.*) : 1528, when the index re8t« on a very narrr)W basis, and 1841 : 18.54, where 
the latter year is suspect as coinciding with tho Criinoaii War. The exports 
indfjx ” shows a J3-yottr interval at 1884 ; 1807. 

* Philosophical Transactions of the Poyal Society, vol. 200 a (1906). 

• Since I be^i'an this investigation Mr. J. Baxcndell has found a cycle of • 
years in the rainfall at Sovthport. but with the cirious feature that ts mnx raa 
occur at tho m nima of Sir Arthur Scliustor'a sunspot cycle, and so of the srggea e 
cycle in wheat prices. 
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One reason at once suggests itself. Three revolutions of A = 1 3* 12 
years, i. e. make only very little more than 13 complete years. 
The effect of any solar cycle in producing a meteorological dis- 
turbance and still more in spoiling the harvest must depend 
upon the season of the year at which it operates. If, in any 
one year, this particular cycle has reached its maximum at a 
season making it particularly destructive, it will recur within 
six weeks of that time about 13 years later and may have a 
similar effect. 

If, however, there is anything in this suggestion, it follows 
that at the eighth revolution of A when it makes a yet closer 
approach to a complete number of calendar years (8A = 34*992 = 
35 years less 3 days) we should find another set of regular intervals. 
This is exactly what we do find. The years 1573, 1608, 1643, 
1678, 1713, 1748, 1783 are all peaks on the curve of wheat prices 
and form an unbroken and remarkable series of 35-year intervals, 
fitting the requirements exactly in length as well as in phase. 
The series can, in fact, be continued backwards through 1538, 
1468, 1433, with an apparent break at 1503, and forwards to 
1853 after a bvc;ik at 1818. 

Even more striking is a series of 30 or 31 year intervals ; 
1556, 1586, 1617, 1648-9, 1678-9, 1709, 1740, 1770-1, 1800-1, 
winch includes most of the W’orst famines of the whole period, 
'liii' average length of the interval, reckoning from 1556 to 1800*5, 
is 30*6 4; -2. 11iis is identical with seven revolutions of A 
(= 30*62) and fits the required phase of A. The other con- 
stituent of this series of 30*6-year intervals will be identified 

just below'' as or approximately 5*1. 

Another wdl-n\arked interval is one of 74 to 75 years, shown 
in 1438, 1512, 1586, 1661, 1735 with earlier famines in 1289 and 
1363. Yet another is one of 48 years, 1565, 1613 (wdl marked 
in England though not in the general figures), 1661, 1709, 1757. 
All tljcse years arc years of maximum pliase for A ; the intervals 
represent almost exactly 17A (== 74*36) and llA (== 48*11). 

We have already mentioned a large proportion of the bad 
harvests from 1500 to 1870, and several others not already named 
are found like these to lie at maximum phases of the period A. 
Tliese include 1521, 1529, 1551, 1625. Of the 26 ‘ major ’’ peaks 
(reaching 125 and upwards) 16 coincide w'ith maxima of A. The 
^tepa loading to the deternunation of this period have been set 
out in some detail. In the rest of this article I must content 
uayself with a more summary account. 
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Period o/ 5-11 Years. — ^Nesct to the period already considered, 
the period most strongly suggested by the economic records is 
one of about 5-1 years. The most probable length is 6*1 1 with 
a margin of error of ± -05, and the most probable maximum 
phase is determined by 1709*00. These figures will be assumed 
in the following discussion, and the period will be denoted by 
the letter B. 

The period B forms the other constituent of the 30*6 yeai- 
(6A = 30*66 years) interval already mentioned and accounts 
for 8 out of tlie 10 major peaks which do not lie at t-he recurrences 
of A, namely 1545, 1596-7, 1693, 1698, 1795, 1811, 1816, 1846. 
The same period accounts for a number of other harvest failures 
not previously mentioned, such as 1622, 1637, 1703, 1719, 1724. 

Tlie meteorological parallel is easy to find. The period most 
definitely shown of Captain Brunt's recent analysis of the Green- 
wich temperatures is one of 5*09 years. A period of almost 
identical length had previously been found by Mr. J. Baxendcli 
in other meteorological phenomena, including the wind and 
rainfall at Southport. This is, indeed, one of the best established 
periods in meteorology. 

Its exact length, however, cannot be determined with the 
same accuracy as in the case of A. The length and phase chosen 
above, namely 5*11 and 1709*00, are such as best fit the economic 
records. On the other hand, the meteorological records point 
to something just under 5*1 and a length of 5*06 would be possible. 
What seems clear is that 7A is not exactly equal to 6B, i. e. 30*6 
represents not a permanent period but a “ conjunction in^rval.” 
From 1556 to 1800 (and possibly on to 1892) it is continuous. 
In 1525, and for some centuries before then, the series can hardly 
be traced at all, but it seems to reappear with exact agreement 
of phase in the ninth, tenth and eleventh •centuries. These 
phenomena could, I think, be explained most simply by a very 
gradual increase in the length of B, while A remained constant, 
so that 6B was <7A till the beginning of the twelfth century 
and since then was >7A. Alternatively, one of the pciiods 
is subject to sudden changes of phase of which one occurred 
between 1525 and 1545. Mr. Baxendell suspects either a gradual 
increase in the length of the B period or a sudden alteration of 
phase from time to time. 

Period of 2*74 Years. — K cycle of 2*74 years (described below 
as C) with a maximum phase at 1709*78 is also suggested by the 
economic records. 

Of the 26 major peaks between 1500 and 1870, 24 lie on either 
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A or B, and most of the worst famine years lie on both. There 
remain only 1531 and 1649 (as distinct from 1648). These arc 
separated by 118 years with 1586 breaking in at 55 years. The 
same distance of 118 years broken in the same way at 55 years 
(1748) separates the two striking 5-year pairs 1693-8 and 1811-16, 
which though they actually lie on B clearly call for some addi- 
tional explanation of their extreme severity. Moreover, 1531, 
1649, and 1693 are each preceded at 19 years by anotlier major 
peak (1512, 1630, 1674). It is inevitable to seek a single explana- 
tion of these suggestively similar events, and the explanation is 
found at once by an analysis of the following 19-year intervals : ^ — 

(1512) (1630) (1674) (1748) (1811) (1841) 

(1531) (1640) (1693) (1767) (1830) (1860) 

7(J = 19*18 and the distances between these intervals IIS 
(43C -= 117*82), 44 (16C = 43*84), 74 (27(1 = 73*98), 63 (23t; - 
()3*02) and 30 years (llC — 30*14), are all remarkably ehisc 
multiples of the same period. No other period will fit this series 
of intervals except one of just over 3*7 years. 

lie = 30*14 years, and with this period in conjunction with 
A and B we seem to get far to\vards a full exi)lanation both of 
the alternations in the severity of the famines of the 30*6-ycar 
series and of the way in which other bad failures occur at 5, 11 
or 16 years distance from the major epochs of that series. 

For one or two 30-ycar intervals, C maj' keep pretty closely 
in gear with A and B, but thereafter gets out of gear for two or 
three intervals and later gets back again. If we set out to write 
down the assumed dates for A, B and C, with the lengths and 
phases given above, we find that the occasions since 1500 upon 
which the maximum phase of C is most distant from the phase 
of the 30*6-year interval arc in 1525, 1648, 1678, 1831, 1861, 
L e. just the years when the 30*0-year interval is least prominent ; 
while the occasions on which it is nearest arc 1556, 1586, 1709, 
1739-40, and 1770, i. e, just the years when the 30’6-year interval 
is most prominent. This suggests that when C is in opposition to 
A it tends directly to neutralise its effects. On the other hand, 
just as C is getting out of gear with the 30 *6- year interval it 
gets into position to make a specially close conjunction with A 
11 or 16 years before (in 1545, 1693 and 1698) or 11 or 16 
years after (in 1596-7 and 1811, 1816). 

^ The only other 19-yoar iiitervui in Iho chart is at the very 
1602-1521 — and is to tliat extent open to suspicion. 
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Apart from this, an overwhelming majority of all the famines 
recorded appear to be associated with recurrences of C. 

The meteorological evidence for a period of just about this 
length is abundant, though not perhaps always of the first quality. 
According to F. H. Bigelow, a 2-75-year period “ is more at the 
basis of the seasonal variations of the weather conditions in the 
United States than anything else, so that in long-range fore- 
casting this period must bo very carefully considered.” ^ The 
same period was found by H. j^xtowski to be much the most 
important in the temperature variations of the tropics. H. 
Hansen and F. Nansen over a long period of years get an average 
period of 32 to 33 months (^. e. 2-75 or under) in the temperature 
at Batavia.® It is true that they identify this, as Bigelow does, 
with one quarter of the sunspot period, which on Schuster s 
figures would bo 2-78 years. The economic records, however, 
quite definitely postulate something less than 2-75 years, and 
in so doing arc in highly significant agreement with the actual 
figures both of Arctowski and of Hansen and Nansen. 

Period of 3-71 Years . — Attention has already been called to 
the intervals 19, 48 and of 74 to 75 years. The most probable 
explanation of all these and of other phenomena lies in the 
assumption of a period of 3-71, with idiase near 1708-84, identified 
hereinafter as “ D.” A period of this length has been found 
in the activity of the solar protuberances, and by the Lockyers 
and Hansen and Nansen in many meteorological phenomena. 
According to Arctowski, it plays a very great role in the varia- 
tions of the terrestrial atmosphere.® The evidence for it, how^- 
ever, in the economic records is less definite than in the case 
of A, B, and C, and some of the intervals (in particular 37 and 
74 years of which it is assumed to form a part) might conceivably 
be explained by a period of just over 6-0 year^, for which there 
is also a good deal of meteorological evidence. In any case it 
is necessary to allow a fairly liberal margin of error, say ± *07 
of a year in the length assigned to this period. There is a good 
deal of evidence in favour of a period approaching 3-78 years, 
which was the actual period found in the sunspots by Sir 
Arthur Schuster. 

Further analysis of the economic records may suggest the 
operation of yet other periods. For the present, we may content 

^ American Jcumal of Science (1908), pp. 413. 

• Femperaiur^Schwankungen dee Nord-Atlantiachen Ozeatie und in der Atmo- 
aphdre (1917), p. 188, 

• L*eneAaSnment dee variaiiane eUmaiiquee (1909). 



1921] 


WEATHSB AND HABVSST OYCLBS 


443 


ourselves with two oaloulations which go to confirm the suggestions 
already made. 

The first calculation is suggested by consideration of the 
greatest famines of all, and particularly those of 1044, 1315, 
1438, 1586 and 1709, It is doubtful whether any other harvest 
failure in the last thousand years of European history can 
compare with these for severity; each is unquestionably the 
worst famine of its particular century. From 1044 to 1315 is 
271 years; from 1315 to 1586 is 271 years with an intervening 
famine in 1438, i. e. after 123 years; from 1438 to 1709 is also 
271 years, divided by 1586 into two portions of 148 and 123 
years respectively. Similar intervals occur again and again 
in the records, e,g. 1512 : 1661 : 1783, 1529 : 1651 : 1800 (with 
earlier famines in 1258 and 1381), 1545 : 1693 : 1816, 1596 : 
1719 :1867,1608 :1756 :1879, 1648-9 :1770-1, 1698 : 1846, or 
going back to earlier times in 1125 : 1396, 1145 : 1293-4 : 1416, 
1175 : 1446, 1469 : 1617 : 1740, 1477 : 1625 : 1748, 1481-2 : 1630. 
The significance of these intervals is quite unquestionable; it 
would be hard to find a harvest failure, great or small, which 
has not another 271, or 148 (occasionally 149) or 123 (occasionally 
122) ^ years away from it ; the worse the failure the more marked 
as a rule is tliis relation. The economic records show throughout 
an overwhelming tendency for exceptionally severe famines to 
repeat themselves at intervals of 271 years, and for this interval 
to be broken into two portions of 148 and 123 (occasionally 149 
and 122) years. No other interval, except perhaps the 30'6- 
year one, is of comparable importance. 

Now if we take the lengths of the four periods named above — 
4*374, 6'11, 2'74 and 3*71 years — ^and that of the earth’s orbital 
revolution 1*00 as a fifth period, and write down all the multiples 
of these numbers up to 500 years, we find that much the nearest 
approach to a common multiple for all five is made at 271*02 ® 
years, and that below this figure the nearest approaches are at 

* The interval of 122 or 123 years was noticed, in connection with the 
famines of 1316 and 1437-8, by Thorold Rogers, who spoke of it as occurring 
so often in the reooids as to suggest the germ of a theory as to weather periodicity. 

* This figure is obtained as the mean of 271*19 (= 62A), 270*83 (=» 53B), 
271*26 (s 90C), 270*83 (^s 73D) and 271*00. Exact multiples of all the five 
periods lie here within a total range of *43 years and on average range of *16 
years from their mean. The corresponding ranges for the other conjunctions 
ue : -76 and *26 (at 148*26), *87 and *31 (at 122*77), *08 and *34 (at 30*22), and 
*98 and *36 (at 240*80). At no other date within the first 300 years do all the 
oycles fall within a total range of less than one year, and only twice (at 118*03 

219*11) are they within 1*25 years. Beyond 600 years another very close 
function (with total range *46 and average range *16) oecuis at 608*16 years. 
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;[48-25, 122‘77, 30*22 and 240*80 years respectively. If four 
periodic factors, of the lengths given above, were all at or near 
their maximum phase together in any particular year, they 
would tend to repeat that close conjunction at the same season 
of the year 271 years later and, less strongly, at the other intervals 
named. In other words, if the theory advanced above be correct 
and exceptionally bad harvests are due to )he conjunction of 
three or more cycles of the lengths already determined, then 
such exceptionally bad harvests must tend to recur at exactly 
those rather peculiar intervals of ^71, 148 or 149, and 123 or 
122 years at which, in fact, they do recur. 

Further confirin«ation is supplied by the fact that the only 
points (within a period of 500 years) at which two close con- 
junctions of all the periods, i. e, two* near approaches to a common 
multiple, occur within a few years of each other, are at about 
118 and 123 years respectively. There are between 1500 and 
1850 two and only two pairs at major peaks separated by five- 
year intervals — namely, 1693 : 1698 and 1811:1816. The distanctJ 
between these pairs is 118 years. 

The interval of 271 years is not, of course, a true or permanent 
period. The conjunction becomes less perfect at each repetition ; 
the series 1044, 1315, 1586, for instance, is not continued at all 
in 1857. Nor docs the calculation just given necessarily confirm 
in all details the previous analysis ; it does hot even in itself 
exclude the possibility that one of the four assumed periods A, 
B, C or D is non-existent or unimportant. But it is strong 
ground for holding that at least three of these four are operative, 
and that their lengths have been determined with a high degree 
of accuracy. 

The second calculation brings into account the influence of the 
seasons. A meteorological cycle with a period such as 4*374 
or 5*11 years cannot be expected to show itself in the harvest 
records at each return. Sometimes the maximum phase, i. e. 
the phase most adverse to the harvest, will occur at a season when 
the crop is most subject to its influence and will therefore be 
operative to a high degree. At other times it will occur at a 
season when there is no crop in the ground, or when the crop 
is least liable to that particular meteorological influence ; it will 
then be largely or wholly inoperative. 

If we write down the successive maximum phases of A, from 
1550 to 1801 (for which the statistics are most reliable), we find 
that, of 58 such phases, 35 appear to be associated with a bad 
harvest, as shown by a markedly high or rising price of wheat. 
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while 23 are not so associated. In other words, the cycle is 
apparently inoperative on four occasions out of ten, a very large 
proportion of the whole. If, however, wo look at these 23 
inoperative maxima more closely, we find that not one of them 
occurs between *64 and *73 years from the beginning of the 
harvest year, that is to say, between March 15th and May 22nd, 
while only two of them occur between *54 and *87 from the begin- 
ning of the harvest year, i, e. between March 15th and July 15th, 
In other words, the year may be divided into two portions, one 
of four months containing 2 only out of 23 inoperative maxima, 
and one of eight months containing the remaining 21. It may 
be added that the four months, March 15th to July 15th, contain 
15 maxima altogether, of which therefore 13 are operative and 
2 inoperative. It is needless to point out tliat these four months 
are, in Western and Central Europe, the most critical for the 
actual growth of the crop. When the maximum of A falls in 
those months it is associated with a bad harvest in 13 cases out 
of 15 ; when it falls outside those months a bad harvest occurs 
far less certainly and may often be due to another factor. 

The correlation thus appearing between the operation of A 
and the course of the seasons is the more noticeable because 
both the length of A and its maximum phase were determined 
quite irrespective of this calculation. 

A similar calculation as to B gives a curiously different result. 
Between 1550 and 1801, the proportion of operative returns is 
very much greater than for A — 35 as against 12 inoperative 
and 3 doubtful — ^and there is no apparent correlation with the 
course of the seasons. This result, if it can be trusted, suggests 
that the maximum phase of B is less acute and more dispersed 
than that of A, i. e, has an influence over a greater period before 
and after the precise instant of maximum. Mr. Baxendell had 
independently come to the same conclusion as to the character of 
the two cycles, A and B, as shown in meteorological data. 

The point just made has an important bearing on the ques- 
tion of methods for analysing harvest data. Just in proportion 
as a periodic factor is accurate in the date of its return and 
concentrated in its influence about that date, it will, owing to 
the seasonal factor, be inoperative at many of its returns. Direct 
harmonic analysis of such figures as are used here and also of 
crop yields may thus fail to show a period which actually exists 
Indeed, any one meteorological cycle in its influence on the 
harvests may be, and probably is, subject to interference not 
only by the seasonal cycle (i, e, the earth's orbital period), but 
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also by other cycles, or depends for its influence upon its con- 
junction with them. 

A liberal amount of rain at certain seasons of the year is not 
bad for the crops, but good or even necessary for their growth ; 
it is only excess of rain that is harmful. If therefore we have 
two cycles of the same typo, but different periods, e. g, two 
cycles each tending to bring rain at a different periodic interval, 
we may got a bad harvest and high prices only when both cycles 
reach their maximum phase at about the same time; the other 
maximum phases of each cycle may be associated with normal 
or even particularly good harvests and low prices. Mathematical 
analysis in which each period is sought for separately may fail 
to show either cycle in the price of corn, and may at the same 
time show both in the weather. 

Again, a bad harvest failure may depend on the combination 
of two or three independent meteorological factors of different 
types — 6. g, a heavy rainfall, a fall in the solar constant, and 
some special magnetic condition. A true periodicity depending 
on the conjunction of such disparate causes may not appear in 
any meteorological records but may appear in corn prices. 

Finally, though the most obvious way in wiiich physical 
factors would affect the harvests is through the weather (e. g. by 
causing at certain periods excessive rain, cold, or storms), another 
possibility cannot be excluded. Some physical factors, electrical 
or other, in the sun or in the earth may affect the growth of 
corn directly without causing an appreciable change in what is 
ordinarily known as the weather. 

In this and in other ways apparent discrepancies between 
different classes of records may prove to be no discrepancies at 
all. For these reasons arithmetical analysis such as lias been 
attempted here may prove valuable after inatheipatical analysis 
has been exhausted. 

The results of this arithmetical analysis may be summarised 
as follows : 

1. The harvests of Western and Central Europe appear to be 
affected by the conjunctions and mutual interferences of at least 
two and probably more periodic factors. 

2. One of these factors (A) may be determined with con- 
siderable accuracy as having a period of 4-374 ± *010 years 
with a phase adverse to the harvest near 1709-26 (reckoning by 
crop years); am.ther (B) has a period of 6-11 ± -06 years and 
an adverse phase near 1709-00. Two other factors are suggested 
with lesser degrees of probability, namely C, with a period of 
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2'74 ± *01 years and an adverse phase near 1709'78, and D with 
a period of 3*71 ± *07 years and an adverse phase near 1708'84. 
Periods of almost exactly these lengths have been found 
independently in astronomical or meteorological phenomena. 

3. All these periods are almost exactly divisible either into 
15*3 years or its double (30*6), and by their combination have 
during the past 350 years produced the appearance of a cycle 
of that length which last reached its maximum in 1908. This 
15-3-year cycle, however, is probably not a permanent one; the 
shorter periods may from time to time slip into new combinations 
or form a fresh 15-3- or 30- 6-year cycle with a different phase. 

4. The economic records dealt with in this paper relate 
only to Western and Central Europe. There is evidence of the 
operation of some at least of the cycles indicated in other parts 
of the world. This operation, however, is not necessarily simul- 
taneous ; differences of phase, above all in the course of barometric 
pressures, are manifest. 

The mesh of 3Ir. Curwen's mathematical analysis, as given 
above, is not close enough for it to throw any light, favourable 
or unfavourable, on the suggestion of those lesser periods, A, B, 
0 or D. In a sequence of 300 years a true period of 4-38 might 
fail to influence materially the amplitude even at so near a point 
as 4-33. A more detailed analysis of the same figures has kindly 
been undertaken for me by Dr. J. T. Brownlee, but is not 
complete. 

Should this show in the economic records any of the lesser 
periods named, this will of course be strong confirmation of their 
reality. For the reasons given, however, a failure to discover one 
of these periods separately by harmonic analysis of wheat prices 
would not be decisive against its existence, as an influence on 
harvests. 

The present enquiry confirms very closely the suggestions 
made in my earlier articles. In those articles I called attention 
to an apparent periodicity in British export figures of 15-3 years, 
pointing out at the same time that this apparent period clearly 
resulted from the operation of certain minor cycles, and that 
one at least of these cycles was a factor, not of 15-3, but of twice 
that length of time, nearly 30*6 years. In the present article 
mathematical analysis shows a period of 15' 3 years ; arithmetical 
analysis emphasises 30*6 years as the approximate meeting-point 
of three or more cycles. 

In one respect a modification in the wording of my earlier 

ii2 



448 TJJK ECONOMIC JOURNAL [deC. 

suggestions must be made. I then spoke of past experience 
pointing to the coming of lean years in 1924, 1925 or 1926. The 
economic records of any year, however, reflect generally the 
harvest conditions of the year before. If I had now to prophesy 
I should point to 1923 as likely to be distinguished by excessive 
rain, cold and bad harvests in Western Europe, and to bring 
high prices and scarcity in 1924. But the time for prophecy is 
not yet. There is still time for enquiry. 

Conclusion, 

There is hardly any enterprise more deluding or more 
desperate than the search for weather cycles. The gold we 
gather turns incessantly to ashes. But the l5'3-year cycle 
seems to have the ring of true metal. As an influence on wheat 
prices it issues, brilliant and unmistakable, from the crucible 
of mathematical analysis. It had already been found inde- 
pendently in other figures. It seems to have maintained itself 
for more than 350 years. 

Recognition of a periodicity so marked and so long-lived 
must affect our whole attitude to the general problem of 
weather cycles. But it leaves us faced by many and difficult 
problems. I must be content to end by summarising my present 
conclusions in three propositions of a descending order of certainty : 

First, the yield of harvests in Western and Central Europe 
from the middle of the sixteenth to the opening of the twentieth 
century has been subject to a periodic influence or coinbinalioii 
of such influences tending to produce bad harvests at intervals 
of about 15-3 years, the first epoch falling in 1556. This pro- 
position is about as certain as harmonic analysis can make it. 

Second, this period of 15*3 years, though corresponding to 
certain physical facts, is not a permanent one, bijt arises from a 
temporary combination of two or more shorter cycles. This 
proposition, though not certain, is in both of its branches higJily 
probable. 

Third, the shorter cycles whose combination has given rise 
to the 15'3-year period from 1556 onwards, and which are them- 
selves more permanent than their combination, are those named 
above as A = 4-374 years, B = 5*11 years, and (probably) C = 
2'74 years and D = 3-71 years. This proposition is a speculation 
as to whose plausibility and truth different readers will take 
different views. 

On this last issue we may look for some enlightenment in the 
near future. The next maximum phase of the 15'3-year cycle 
is due in 1923, 123 years from the memorable dearth of 1800. 
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If that cycle is operative and punctual the harvests of Western 
Europe reaped in 1923 will be generally deficient. If they are 
up to or above the normal, or if the worst harvest failure comes 
just too soon, in 1922, or just too late, in 1924, this will not 
disprove the reality of the 16‘3-year period itself ; such departures 
from strict accuracy have happened before. But it will disprove 
the explanation of that period offered in my third proposition 
above, and set out at length in the preceding arithmetical analysis. 
All the four cycles inferred by that analysis are due to return to 
a maximum phase between February and September 1923, a 
remarkably close conjunction. If the harvest of that year is 
deficient, this will tend to confirm my third proposition; the 
worse the harvest the stronger the confirmation. In the exces- 
sively improbable event of my arithmetical analysis being com- 
plete and aceurate in every particular, 1923 is destined to repeat 
something like the experiences of 1315, the year of the worst and 
most general harvest failure known in European history. But it 
would be as rash to count on this without further enquiry, as to 
postpone such inquiry till it must be too late to influence our 
actions. It is with this in view that I have written. 

The foregoing discussion, as 1 am only too well aware, only 
touches the fringe of the subject. I would gladly have post- 
poned further publication upon it. But the time which I can 
devote to it is limited and uncertain. Meanwhile, the possibly 
critical year 1923 approaches. I give the material as 1 have it 
at present, in the hope that it may induce and repay study by 
others. W. H. Bkveridoe 


Appendix. 

Wheat Prices in Western and C-entral EruorK 
1.500-18(59. 
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Note. — ^Tho “ Actual Index Number for Year ’* is the mean of the index 
numbers for tho countries and places includod, each of these being reduced to 
5»asi8 : Mean of prices for 1700-1746 = 100. 

The next column, headed “ Index of Fluctuation,” shows the actual index 
number for each year as a percentage of the mean of the aelunl index numbers 
for 31 years of which that year is the centre. 
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Actual 

Index Index 

Number of 



for 

Fluctu- 


Year. 

ation (0- 

1518 

14 

76 

1519 

16 

86 

1520 

21 

111 

1521 

24 

125 

1522 

15 

78 

1522 

16 

86 

1624 

20 

102 

1525 

14 

71 

1526 

16 

81 

1527 

25*6 

129 

1528 

25-8 

130 

1629 

26 

129 

1630 

26 

126 

1631 

29 

139 

1532 

20 

97 

1533 

18 

90 

1534 

16 

76 

1636 

22 

102 

1536 

22 

100 

1637 

16 

73 

1638 

19 

86 

1639 

17 

74 

1640 

17 

74 

1641 

19 

76 

1542 

20 

80 

1543 

24 

96 

1544 

28 

112 

1545 

36 

144 

1646 

20 

80 

1647 

14 

54 

1648 

18 

69 

1649 

27 

100 

1550 

29 

103 

1561 

36 

129 

1652 

29 

100 

1653 

27 

90 

1664 

30 

100 

1565 

38 

123 

1556 

60 

166 

1657 

24 

71 

1558 

26 

71 

1669 

30 

81 

1660 

31 

84 

1561 

37 

97 

1562 

41 

105 

1663 

36 

90 

1664 

32 

78 

1666 

47 

112 

1666 

42 

100 

1667 

37 

86 

1568 

34 

77 

1669 

36 

80 

1570 

43 

93 

1671 

66 

112 

1672 

64 

131 

1573 

79 

158 

1674 

69 

113 

1675 

47 

89 

1676 

48 

87 

1677 

49 

87 

1578 

45 

79 

1679 

63 

90 

1680 

66 

90 
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Index 
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of 


for 

Fluctu- 


Year 

ation (0- 

1581 

65 

87 

1582 

64 

83 

1583 

56 

85 

1584 

52 

76 

1685 

76 

110 

1586 

113 

161 

1687 

68 

07 

1588 

59 

84 

1589 

74 

106 

1690 

78 

111 

1691 

69 

97 

1692 

78 

108 

1693 

73 

100 

1594 

88 

110 

1595 

98 

131 

1596 

100 

143 

1607 

106 

138 

1508 

87 

112 

1500 

77 

90 

1600 

77 

07 

1601 

63 

80 

1602 

70 

90 

1603 

70 

00 

1604 

63 

80 

1605 

61 

77 

1606 

66 

81 

1607 

78 

98 

1608 

93 

115 

1609 

97 

94 

1610 

77 

03 

1611 

83 

100 

1612 

81 

99 

1613 

82 

100 

1614 

78 

04 

1615 

75 

88 

1616 

80 

92 

1617 

87 

100 

1618 

72 

82 

1619 

65 

73 

i 1620 

74 

81 

1 1621 

91 

09 

1622 

115 

124 

1623 

09 

106 

1624 

99 

106 

1625 

116 

121 

1626 

101 

105 

1627 

90 

84 

1628 

95 

97 

1620 

108 

100 

1630 

147 

148 

1631 

112 

114 

1632 

108 

108 

1633 

99 

97 

1634 

96 

92 

1636 

102 

97 

1636 

106 

98 

1637 

114 

106 

1638 

103 

07 

1639 

98 

93 

1640 

103 

99 

1641 

101 

99 

1642 

110 

107 

1643 

109 

106 
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Number 

of 
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Fluctu- 
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1044 

98 

90 

1645 

84 

82 

1646 

00 

88 

1647 

120 

no 

1648 

124 

122 

1640 

136 

134 

1650 

120 

119 

1651 

135 

136 

1652 

100 

102 


1653 

70 

72 

1054 

60 

63 

1055 

72 

76 

1656 

70 

75 

1657 

71 

77 

1058 

94 

103 

1059 

05 

104 

1600 

no 

120 

1061 

154 

107 

1002 

116 

120 

1003 

09 

108 

1004 

82 

91 

1005 

70 

85 

1000 

04 

73 

1007 

03 

74 

1608 

08 

80 

1009 

04 

74 

1070 

67 

78 

1671 

71 

83 

1672 

72 

84 

1073 

80 

100 

1074 

114 

131 

1075 

102 

122 

1670 

85 

102 

1677 

88 

107 

1678 

07 

115 

1079 

94 

113 

1080 

88 

104 

1081 

79 

92 

1682 

74 

84 

1683 

79 

80 

1684 

95 

101 

1685 

70 

74 

1086^ 

72 

75 

1687 

63 

00 

1088 

60 

02 

1089 

74 

70 

1690 

75 

79 

1001 

01 

97 

1692 

126 

134 

1003 

161 

109 

1694 

109 

111 

1695 

108 

109 

1696 

no 

111 

1697 

130 

128 

1608 

166 

103 

1699 

143 

137 

1700 

103 

99 

1701 

89 

85 

1702 

76 

72 

1703 

93 

88 

1704 

1705 

1706 

82 

71 

69 

77 

66 

64 
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Actual 



Actual 



Actual 



Index 

Index 


Index 

Index 


Index 

Index 


Number 

of 


Number 

of 


Number 

ol 


for 

Fluctu- 


for 

Fluctu- 


for 

Fluctn- 


Year. 

ation (0> 


Year. 

ation (f). 


Year. 

at.on (0. 

1707 

76 

69 

1762 

124 

97 

1817 

266 

126 

1708 

134 

126 

1763 

113 

88 

1818 

197 

94 

1709 

183 

175 

1704 

122 

95 

1819 

177 

80 

1710 

113 

108 

1705 

130 

101 

1820 

170 

84 

1711 

108 

103 

1766 

137 

106 

1821 

162 

76 

1712 

121 

115 

1767 

148 

113 

1822 

156 

77 

1713 

139 

134 

1768 

142 

108 

1823 

141 

71 

1714 

109 

108 

1769 

143 

108 

1824 

142 

71 

1716 

90 

90 

1770 

170 

131 

1825 

137 

69 

1716 

88 

89 

1771 

184 

136 

1820 

161 

82 

1717 

88 

89 

1772 

104 

119 

1827 

189 

93 

1718 

93 

94 

1773 

146 

106 

1828 

226 

114 

1719 

106 

107 

1774 

147 

105 

1829 

104 

103 

1720 

89 

89 

1776 

124 

88 

1830 

217 

no 

1721 

79 

79 

1776 

119 

84 

i 1831 

199 

105 

1722 

91 

91 

1777 

136 

94 

! 1832 

151 

82 

1723 

96 

94 

1778 

125 

87 

1833 

144 

80 

1724 

111 

110 

1779 

116 

79 

1834 

138 

78 

1726 

112 

111 

1780 

1.32 

87 

1835 

145 

82 

1720 

104 

103 

1781 

133 

88 

1836 

156 

88 

1727 

94 

94 

1782 

144 

94 

1837 

184 

102 

1728 

98 

101 

1783 

145 

94 

1838 

216 

117 

1729 

88 

90 

1784 

146 

92 

1839 

204 

107 

1730 

94 

96 

1786 

138 

85 

1840 

186 

95 

1731 

81 

80 

1780 

139 

84 

1841 

197 

101 

1732 

77 

76 

1787 

164 

93 

1842 

183 

02 

1733 

84 

84 

1788 

181 

108 

1843 

176 

88 

1734 

02 

91 

1789 

186 

108 

1844 

183 

92 

1735 

96 

94 

1790 

151 

80 

1845 

230 

115 

1736 

102 

101 

1791 

139 

78 

1846 

278 

139 

1737 

96 

93 

1792 

157 

87 

1847 

179 

00 

1738 

98 

91 

1793 

155 

86 

1848 

161 

80 

1739 

125 

122 

1794 

191 

103 

1849 

150 

74 

1740 

162 

159 

1795 

248 

130 

1850 

1.59 

78 

1741 

113 

110 

1796 

186 

95 

1861 

180 

86 

1742 

94 

90 

1797 

168 

84 

1852 

223 

106 

1743 

85 

81 

1798 

176 

87 

1853 

294 

138 

1744 

89 

84 

1799 

243 

120 

1854 

300 

141 

1746 

109 

102 

1800 

289 

139 

1855 

297 

138 

1740 

110 

102 

1801 

251 

117 

1856 

232 

107 

1747 

109 

100 

1802 

232 

105 

1857 

179 

82 

1748 

120 

109 

1803 

207 

94 

1858 

180 

81 

1749 

116 

104 

1804 

270 

125 

18.59 

215 

97 

1750 

101 

90 

1805 

260 

114 

1860 

258 

116 

1761 

113 

99 

1806 

210 

98 

1861 

236 

107 

1752 

109 

95 

1807 

205 

93 

1862 

202 

92 

1763 

105 

90 

1808 

206 

94 

1863 

174 

79 

1754 

94 

80 

1809 

208 

94 

1864 

179 

81 

1765 

102 

85 

1810 

226 

104 

1865 

210 

04 

1750 

141 

117 

1811 

302 

140 

1866 

268 

119 

1767 

136 

112 

1812 

261 

121 

1867 

267 

118 

1768 

118 

96 

1813 

207 

96 

1868 

208 

93 

1769 

116 

91 

1814 

209 

96 

1869 

224 

102 

1760 

111 

88 

1815 

280 

130 




1761 

127 

100 

1816 

381 

178 
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The table is based on lists of wheat prices in the following places and countries, 
the lists being used in each case for the crop years stated. 


Qrmt Britain. North Germany, 


Oxford 

1604<-1809 

Xanten . 

1550-1816 

Cambridge 

1594-1793 

Luneburg . 

1550-1629 

Windsor . 

1594-180‘J 

Hildosheim 

1567-1661 

Haddington(Rh i ro ) 

1627-1789 

Leipzig 

1592-1617 and 

Edinburgh(sh iro ) 

1640-1809 


1671-1825 

Portsmouth 

1678-1776 

Hanover . 

1589-1748 

J3crwick(shire) . 

1689-1792 

Brunswick 

1600-1749 

Aberdeen(8hire) 

1690-1809 

Hallo 

1600-1749 

England . 

1485-1593 

Berlin 

1623-1815 

(Rogers' Averages) 


Einbcck . 

1634-1750 

li^ngland . 

1810-1884 

Erfurt 

16.50-1774 

(Gazette Average) 


Norrihausoii 

1675-1774 



Dant/ig . 

1702-1815 



Bremen 

1709-1815 



Emdeii 

1771-1815 



Prussia 

18L5-1869 

France. 


South Germany, etc. 

(Excluding 1790-1705). 

(Excluding 1620- 1648). 

Paris 

1520-16.30 and 

Strasbourg 

148.5-1874 


1673-1754 

Wiirtcmhurg 

1.500-1617 

Albi 

1520-1744 

Bale 

1501-1682 and 

Annonay . 

1570-1754 


1751-1797 

(vhateaudun 

1583-1754 

Munich 

1636-18.54 

Rozoy-cn-Bric . 

1595-1745 

Landcsfint 

16.39-1699 

Grenetio do Bourg 

1613-1649 aiKl 

Prague 

1654-1799 


1673-1754 

Breslau 

1700-1809 

St. Etienne 

1641-1754 

Vienna 

1705-1783 

Auboiias . 

1670 1754 

Austria 

1784-18.56 

Lyons 

1673-1754 



Orleans 

1684-1750 



Villcnouve-do-Rerg 

1700-1764 



Franco 

175.5-1884 




Low Connirics. 


Utrecht 

. 1495-1643 


Gand, etc. 

. 1485-1793 


Ypix’s, etc. 

. 1485-1.548 and 




1599-1793 


Bergiies . 

. 1485-1548 


J.ille 

, , 

. 1549-1666 


Arnlicm . 

. 1567-1868 


Douai 

. 1688-1785 • 


Belgium . 

. 1800-1884 



Note. — Since the foregoing article was printed I have myself obtained for 5‘11 
years (p := 46, s ~ 9) a very large amplitude (r® 32*53) in the wheat prices, witli 

maximum phase practically at the origin 1545*5. This amplitude is much more 
than can be explained os a harmonic of the 15^ year period (the second hormonie 
of this, at 7ji years, gives r* == 7*21 only) and to my mind establishes the reality 
of the B cycle, which has thus been found independently by harmonic analysis in 
at least three sets of records (wheat prices, t.'mperature, rainfall). 

The A cycle seems to show itself in a small peak on the periodogram at 4*376 
(r* = 6*851) ; the amplitude is too low to be convincing, but a largo amplitude was 
not to be expected. ' ' 

The C and D cycles have not yet boon traced. 


\V. H. B. 



THK APPLICATION OF TFTE THEORETKJAL APPARATUS 
OF SUPPLY AND DEMAND TO UNITS OF CURRENCY i 

I HAVE used what will perhaps appear a somewhat clumsy 
phrase in place of the more familiar “ Laws of Supply and 
Demand,” or even the “ theory of the relation of demand and 
supply to value,” because I think it desirable to suggest that 
“ Demand ” arc heads of arrangement rather than 

tlie name of a doctrine. When we say that the value of a thing 
depends on supply and demand, we do not, or at any rate ought 
not, to moan more than tliat we think it will be convenient to 
arrange the causes of changes in value under those two heads. 

The stock of some things (such as milk, or even wheat) in 
hand at any one moment is so small in proportion to the annual 
pi'oducc, that we think of the stream of produce as furnishing 
the supply, and the ability and willingness of people to consume 
tlie thing as furnishing the demand. Of other things, such as 
land and railways, the annual production is so small compared 
with the stock, that we think of the stock as furnishing the supply, 
and the ability and willingness of people to use the thing as 
furnishing the demand. 

Currency belongs to the second class. It is one of those 
durable instrumental goods of which the stock at any moment 
is very large in proportion to the annual gross additions to and 
gross subtractions from the stock. 

We may consequently think of the supply, as we think of the 
supply of houses, as being the stock rather than the annual 
produce ; and we may think of this supply, as we think of the 
supply of houses, as being increased by net additions to the stock, 
and decreased by net subtractions from it. 

Following the same line with demand, we must think of the 
demand for currency as being furnished, not by the number or 
amount of transactions, but by ttc ability and willingness of 
persons to hM currency, in the same way as we think of the 
demand for houses as coming not from the persons who buy and 

^ Road before Section F of the British Association, Edinburgh, 1021. 
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rc-sell or lease and sub-lease houses, but from the persons who 
occupy houses. Mere activity in the house market — mere buying 
and selling of houses — may in a sense be said to involve “ increase 
of demand " for houses, but in the corresponding sense it may be 
said to involve an equal “ increase of supply ” ; the two things 
cancel. The demand which is important for our purposes is the 
demand for occupation. In the same way, more transactions 
for money — more purchases and sales of commodities and services 
— may in a sense be said to involve increase of demand for money, 
but in the corresponding sense it may be said to involve an equal 
increase of supply of money ; the two things cancel. The demand 
which is important for our purpose is the demand for currency, 
not to pay away again immediately, but to Jwld. Just as you are 
a less important demander of houses if you occupy a £1000 house 
than if you occupy a £2000 house, so you are a less important 
demander of currency if you keep on the average £5 in your pocket 
than if you keep £10. 

It may be said that, in addition to the demand of persons and 
institutions for currency to hold, there is also sometimes a demand 
by banks and governments for currency to destroy, as, for example, 
at present in this country, when the Treasury is buying in 
Currency Notes and burning them. But as this demand always, 
or almost always, comes from institutions which have issued 
quantities of paper and subsequently repented, it is usually 
regarded as simply reducing the supply instead of increasing the 
demand. In favour of regarding the institution as a demander, 
it may of course be said that the fact that it acquires the currency 
to burn rather than to hold is immaterial, since it makes no 
dilTerencc whether the currency acquired is held or burnt, provided 
it is not reissued. It is, some one may say, all the same whether 
Currency Notes which have been withdra^vn hRve been burnt 
or are stored somewhere in the Bank of England. But this is 
not quite true, since, if the notes were still held, they would appear 
in the total stock which we have agreed to call the supply, whereas, 
having actually been destroyed, they no longer appear in the total. 
Consequently it is more convenient to follow ordinary usage in 
this matter, and speak of banks and governments which buy up 
and bum currency as reducing the supply. 

To clear up our ideas about the demand for currency, let us 
think of a few obvious causes of increase and decrease of demand 
for it. 

The most obvious cause of increase of demand for a currency 
is an increase in the number of persons who use it. At a very 
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early age — often at his or her christening — each new member of 
the human race begins to hold a small quantity of currency, and 
the child of six sometimes has more than his father or mother. 
There are plenty of examples of increase of demand from this 
source having been suflBcicnt to cause a noticeable increase in 
the value of a currency which is limited in amount — the Indian 
rupee after the closing of the Indian mint and the American 
greenback are often quoted, and the general increase of gold and 
silver-using populations, though it has not actually raised the 
value of gold and silver currencies, has at any rate obviously 
prevented them from falling as fast as tliey would otherwise have 
done. The great rise of prices after the Black Death may be 
given as an example of the converse effect of diminution of 
population in diminishing the demand for, and consequently the 
value of a currency. 

The introduction of anything which economises currency, 

/. c. which makes it unnecessary for people to keep so much 
currency by them on the average, tends to diminish the demand 
for currency. To take the simplest possible example, suppose a 
landlord living on his rents paid quarterly, and that neither he 
nor his farmers have bank accounts. The farmers will have to 
accumulate a consid(?rablo sum in currency towards quarter-day, 
and this will then be handed over to the landlord, who will only 
(/e'Miniulatc it gradually as tlic next quarter wears on. Between 
them they will always have a large sum of currency, the land- 
lord holding most of it at the beginning of the (juarter and the 
farmers the most of it at the end. But if a bank is started, and 
they all open accounts at it, the farmers will no longer accumulate 
currency to pay rents w'ith, but will accumulate balances at the 
bank, and when ([uartcr day comes will order the bank (by their 
cheques) to pay the landlord, who will be content to see their 
balances transferred to him, and will not want the store of cash 
which he formerly required. The bank, of course, will provide 
a new demand for currency, since it will require a full enough till, 
l)ut enough for it will be very much less than the amount formerly 
required by the farmers and landlord. 

That banks economise currency in this way is obvious, but 
there is no possible means of discovering or estimating how much 
they economise it. We may know that w^e keep an average of 
£10 a head in currency now, when we have banks, but we cannot 
possibly form the wildest guess how much we should keep if 
there were no banks. Some of us would probably never have 
been born : the whole situation of the world would be different. 
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No doubt some other ingenious methods of economising currency 
would have been devised if some ban had been placed on banking. 

A change in the distribution of wealth may cause a change 
in the demand for currency. If the rich and banking portion of 
the people becomes richer, it does not keep appreciably more 
currency in its pockets, but increases its balance at the bank. 
But if the poorer non-banking portion becomes richer, it does 
accumulate currency, not only in its pockets, but also in money- 
boxes and mugs on the chimncy-piece and other strange places. 

Innumerable are the changes of social circumstances which 
may lead to greater or less economy of currency, and consequently 
less or greater demand for currency. The calling up of men for 
military service, and subsequently the large removal of women 
from their homes for munition-making and other purposes during 
the recent war, greatly increased for the time the demand for 
currency, because the members of families, when separated, found 
it convenient to keep much more currency by them in the aggregate 
than when they were living at homo and together. 

Like the demand for other things, the demand for currency 
is liable to bo varied by the miscalculations of mankind about 
the future. If we were all level-headed prophets, fluctuations 
of prices would be smoothed out. Inhere would still bo slowly 
rising and falling tides, but waves would disappear. But in fact 
we all foresee wrong, and our individual mistakes do not balance’ 
each other — we foresee wrong to some extent in unison. One 
year we agree in over-estimating the potato crop, and the next 
year in under-estimating it : when wo over-estimate it, our 
willingness to buy early is less than if we foresaw correctly, and 
for the time demand is kept below what it would be if prices 
wore kept as stable as possible. The same thing happens with 
currency, though it is not nearly so obvious. Jf there is a pre- 
dominating impression tluit prices in general are going to rise, 
there will bo a predominating tendency to hold commodities for 
the rise, which will itself raise prices at once. Every one can see 
this, but few notice that this tendency to hold goods back, 
resulting in a rise of prices, is the same thing as a diminution in 
the demand for currency. Currency becomes the depreciating 
article which people, in general are less willing to hold. Vice 
versa, if it is generally expected that prices will fall, most people 
are more eager to get rid of goods and are more willing to hold 
currency. 

You must not expect to find evidence of increased or decreased 
willingness to hold currency in actually increased or decreased 
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stocks of currency. If the total is a fixed amount it cannot vary 
in that way. The evidence is to be looked for in the fact that 
more or less goods are actually being given for the unit of currency. 
You can have an increased and a decreased demand for houses 
without finding any alteration in the number or size of houses. 

The effect of misguided speculation for the rise or fall of the 
value of a currency is disguised, so far as internal speculation is 
concerned, by taking the form, in each individual case, of specu- 
lation for the fall or rise of particular commodities. Very few 
persons grasp the idea of a rise and fall in the value of their own 
country’s money, and the Money Market is a place where you 
deal in loans, not in money. We have not yet risen to the height 
of having a Currency Market in which you can buy and sell 
future Board of Trade, Statist and other Index Numbers. But 
direct speculation in the currency of other countries is common 
enough, and is often ill-informed enough to cause great dis- 
turbances of values, instead of smoothing them down. Some 
time ago, the editor of an Athens newspaper was unable to go 
to a certain restaurant there because the waiters worried him 
with questions about the future of Austrian crowns which they 
were holding. When the British troops first went to Cologne, 
they bought German marks because they saw that the mark 
was “ lower than usual.” It is known that many milliards of 
the depreciated currencies arc held by foreigners. Such holding 
is, of course, a pure addition to the usual demand for currency, 
and tends to maintain its value for a time. Eventually, how- 
ever, the foreign holders decide to sell, and their decision is 
much more likely to come at a time wlien it will make a fall 
more precipitous than when it wdll moderate a rise. This ignorant 
speculation of foreigners has been the cause of many violent 
fluctuations of currency values and is a groat support of the 
doctrine that they “ depend on confidence.” About that wc 
need not say more than that the price of sugar also is affected 
at any moment by people’s views of what it will be in the future, 
but wc do not say that “ the price of sugar depends on 
confidence.” 

The supply being taken as fixed, him much will a given 
increase of demand send up the value of currency ? One difficulty 
in answering the question arises from the fact that we have no 
easy moans of measuring increase of demand, and consequently 
scarcely know how to exemplify a “ given increase of demand.” 
But one example seems workable. Suppose that to a country 
with a particular currency of its own there is added a new province 
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one-tenth as large and with exactly similar characteristics, which 
has just, by some accident, lost all its own currency, and that the 
annexing country creates no additional currency, but aUows the 
new province to supply itself as best it can. We may look on 
this as providing, after some initial disturbance, 10 per cent, 
of additional demand. The people in the new province, wanting 
a medium of exchange, would have to give people in the rest of 
the country commodities and services to induce them to part 
with some of their holdings of currency ; these sales would send 
down the prices of commodities and services, and correspondingly 
elevate the value of currency. How much in the end, when 
things had settled down, would depend on what we have learnt 
from Marshall to call “ the elasticity of the demand ” for currency. 
This has often been supposed to be what he calls “ unity,” which 
would mean that an increase of demand would cause an exactly 
proportional rise in the value of currency and a reciprocal fall 
of prices. So that, for example, in the case given above, wIkmi 
the new province was provided with its one-cloventh of the 
whole currency, prices would be down onc-elcventh and the value 
of the unit of currency up one-tcntli. Wc can see why if wo 
reflect that when prices fall from eleven to ten, and £10 coiis^*- 
quently buys as much as £11 did before, wc will find it co/i 
venient to carry only £10 about with us instead of the £11 we 
did before. So, to induce the old country to part witli ou'^- 
elcventh of its stock, a reduction of prices by one-eleventh w ill 
be required and be sufficient. But we shall do w^ell not to accept 
this doctrine that the elasticity of the demand for currency is 
alw'ays unity, till we have considered it in relation to supply. 
We shall then see reason to doubt it. 

Now let us turn to the Supply side of the question, asking 
ourselves about tlie effect of alterations in supply of currency. 

Given a certain demand, increase of supply, in case of any 
article, reduces value, and currency is no exception. The addi- 
tional supply of currency is usually given by the producer, or 
issuer, in exchange for commodities and services, and his coining 
in as a new and additional buyer of such commodities and 
services raises the price of those things and diminishes the value 
of what ho is offering — tJiat is, currency. Sometimes, indexed, 
he gives the new currency aw^ay in doles and pensions without 
getting any return (except ingratitude), but this is not essentially 
different, since then the recipients of his gifts are the new and 
additional buyers. 

Great confusion is often introduced at this point by neglect 
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of the distinction pointed out by Sidgwick between increase of 
demand and what he calls “ extension of demand.’* We often 
say that the demand for a thing has increased when we only 
mean that people are taking more of it because they can get it 
cheaper. It is obvious, however, that it is not this kind of 
increase of demand that we have in mind when we discuss the 
effect of increase of demand upon values. We could not say in 
the same breath that increase of demand for houses raises the 
value of houses, and that a fall in the value of houses causes an 
increase of demand for them. We can say in the same breath, 
that increase of demand raises the value of houses, and that the 
fall of value extends the demand for them (or, vice versa, a rise of 
value contracts the demand). No more in the case of currency 
than in any other case does the increase of supply defeat itself 
by causing increase of demand. It only et lends demand, inducing 
people to hold more currency because the fall of value makes it 
possible to hold larger amounts with equal sacrifice and 
necessary to hold larger amounts to secure equal convenience. 
People will take the additional currency as they take additional 
whisky when it is watered and offered to them at a lower rate, 
but that does not show that, in the absence of increase of 
demand in the narrower sense, they will take additional whisky 
or additional currency at the old rate. 

The next question is hoiv much a given addition to the supply 
of currency will raise prices and lower the value of the unit of 
currency ? This is really the same question that we have already 
asked in regard to the effect of a given increase of demand. 
The answer is the same — it depends on the elasticity of domand, 
and there is the same primd facie reason for believing that the 
elasticity at bottom is unity, so that, always in the absence of 
any increase or decrease of demand in the narrow sense, an 
increase in the supply should cause an exactly reciprocal diminu- 
tion in the value of the currency. But great doubt is thrown on 
the doctrine when we reflect that if it were universally true, 
issuers of legal tender could go on buying goods and services 
with new issues indefinitely. The process of doubling the 
currency in, say, the first month, would indeed gradually bring 
the purchasing power of the unit down to one-half, but as the 
issuer at the beginning would be buying very near old prices, 
s-nd only at the end at the new prices, he would have acquired 
goods and services worth over three-quarters of the value of 
the total of the old currency. By another issue equal to the 
old currency he would only get half as much, but there is nothing 
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to prevent him issuing twice as much in the second month, four 
times as much in the third, eight times in the fourth, and so on, 
and then he will be able to go on acquiring the same amount of 
commodities per month indefinitely. Experience seems to show 
that the unit of a currency falls to zero in value long beftjre the 
supply of the currency reaches infinity, and believers in the 
doctrine have been unable to explain why. They have con- 
tented themselves with eluding the point by means of proposi- 
tions, such as “ however many kronen the Austrian Government 
issues, so long as they really circulate, they will always have 
some value, however small.” ^ No doubt ; but is it not equally 
true that so long as they have some value they will continue 
to circulate? They will stop circulating when they lose all 
value. The explanation seems to lie in the fact that human 
intelligence anticipates what is coming. When it is seen that 
the value of currency is steadily falling, people see that it is more 
profitable to hold goods than currency, the demand for ciineiKy 
fails to extend in proportion to the enlargement of the supply, 
and its value consequently falls more rapidly. The issuer very 
likely redoubles his efforts to keep up with the fall by issuing new 
currency at a still more rapidly increasing rate, but all to no 
purpose — ^he is bound to lose the race, and the reason is that 
the elasticity of demand is less than unity. 

In the converse case, that of reduction in the supply of cur- 
rency, there is also reason to expect an elasticity less than unity. 
As general price*s fall owing to the reduction, people will endeavour 
to protect themselves by displaying greater readiness to part 
with goods and services, and less to part with currency, and 
anticipation will thus cause the fall of general prices to outrun 
the diminution of currency. Pushed to the extreme limit, the 
policy would put a stop to the circulation of tt^e currency, as it 
would all be hoarded, and exchanges of goods would be made hy 
barter. But things are never pushed so far, because, long before, 
substitutes for the existing currency are always introduced and 
check the rise of purchasing power. For example, as soon as a 
reduction of our present paper currency went so far as to make 
£1 of it worth more than 113 grains of fine gold, substitutes for 
it would begin to come into use in the shape of sovereigns and 
half-sovereigns. 

Lovers of paradox might say that a currency may go out of 

^ I quote from Mifis Van Dorp’s review of Dr. G. M. V. Stuart’H Inleidmit 
de Leer van de Waardevastheid van het Geld, in Ecou. Joubn., Juno, 1921, but 
I am not sure whether the opinion is that of the author or tho reviewer, or )0 i. 
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uso either because it is too cheap, or because it is too dear, but 
that is not the true conclusion of my argument. The true con- 
clusion is that a continuance of rapid change in either direction will 
cause a currency to go out of use. This is perfectly reasonable, 
stability of value being one of the most important requisites of 
useful currency, and Gresham’s law that bad money drives out 
good being fortunately quite untrue of the long run. 

Edwin Cannan 
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THE PRESENT POSITION OF INDUSTRIAL 
WOMEN WORKERS 


I. The economic position of industrial women at the present 
time is one of danger and difficulty. The cessation of war-tinic 
activities, combined with the dislocation of foreign exchanges 
and the impoverished condition of a large part of the Continent 
of Europe, caused a drop in the demand for labour which is 
especially felt by industrial women workers. Women are being 
thrown out of work in largo numbers, and tJic situation is in 
some quarters made use of to force down their wages to pre-war 
levels. Reductions of wages are threatened : directly througli 
cuts made by the employer in unregulated trades, and by attempts 
to evade the payment of rates already fixed in Trade Board 
industries; indirectly by attjicks on the institution of Trade 
Boards. 

Cases have been taken into coui*t this year in respect of wages 
paid to girl workers at rates as low as seven-eighths of a penny 
per hour (Times, Aug, 25, 1921). Other instances have been 
given in the Press of wages in large provincial towns as low as 
45. to 105. a week for full-time work in caf^s and restaurants, 
and a curious contrast was observed in one of these towns, where 
the waitress in a co-operative cafe was receiving 355. for a week 
of forty-four hours. Instances of very low A^ges, from 95. a 
week and upwards, are given in the 46th Report of the Women’s 
Trade Union League. 

The anomaly of a wide disparity in wages for the same work, 
which was often noticed as characteristic of the “ sweated ” 
industries investigated before the passing of the Trades’ Boards 
Act, is again reported. Thus in regard to the sack and bag 
industry, last June, the Ministry of Labour received information 
that the London federated firms were paying 375. to £2 a week, 
while the non-federated firms were paying ll5. to 165. Such 
instances are frequently met with in industries where wages am 
unregulated. Whereas the price of commodities tends to uni- 
formity in a given market, the price of labour, to use a con- 
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vcnient if unpleasing phrase, often varies to an extraordinary 
degree, and the conscientious employers who, whether from 
motives of humanity, efficiency, or the simple desire to avoid 
trouble, pay fair wages, are constantly liable to be undercut by 
less scrupulous employers. 

Miss Constance Smith, in a book on Avages boards, written 
just before the Tj*ades Boards Act was passed, prophesied that 
the first effect of such boards would be one of steadying and 
regularising rather than of greatly raising wages ; a limit would 
be set to undercutting. This forectast proved correct, A great 
part of the value of the work done by the earlier Trade Boards 
consisted in the check placed on the anarchic fluctuations in 
the rate of pay. The wages fixed were far from being extrava- 
gant— indeed in many cases they were not sufficient for healthy 
maintenance. So low was the standard of those days that in 
some trades a minimum of Jiii hour constituted a distinct 
advance, even for adult workers. The great point of Tradi*- 
Boards regulation was that its action was preventive. Some 
degree of security was attained in the industries concerned, and 
a stop was put to the downward tendency that seems inevitable 
in unorganised trades. Extreme under-payment became illegal 
and a minimum standard for unskilled workers was created. 

During the War, as we all know, an unparalleled demand for 
AN’oinen’s labour occurred, and women’s wages rose to heights 
]3rcviously undreamed of, though, owing to the rise in the cost 
of living, the rise in Avages Avas less than it appeared. Mrs. 
Barton, in a valuable paper (published in the Journal of the 
lioyal Statistical Society, July 1921), made an estimate of the 
advance in real wages. Allowing for higher prices, at the end 
of 1920, “practically all the legal rates” (i.e. for unskilled 
workers) lay between Ms, and 37s. ^ This was equivalent to a 
weekly wage of 12^. 6d. or 135. 6d., as compared with the IO 5 . a 
week which was a common wage in unorganised trades in the 
years preceding the War, i, e. an advance of about 30 per cent. 

Omitting war-time fixations, we find in the statistics given 
by Mrs. Barton that the Trade Board rates fixed in various 
clothing trades from November 1918 to March 1921 varied 
between 25®. and 445., except for some classes of fur workers 
and a particular class of retail bespoke tailoresses, who were 
assigned specially high rates. The figure most largely repre- 
sented was 345., the rate for seven different groups. These are 
minimum time rates for workers over eighteen, and so are the 

‘ Tho laundry rates alone fell below this level. 


KK2 
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figures that follow. Piece-workers and specially expert workers 
may, of course, receive higher rates. 

The figures given by Mrs. Barton for the Trade Board rates 
in the distributive trades (a few of which were then only “ pro- 
posed,” not fixed rates) vary from 206\ 6d. to 42^. 6d. for women 
workers of eighteen and over, wages of 2Ss, iind under ZOs, being 
the most numerous groups.^ In the laundiy trade the latest 
weekly wage (time rate for workers of eighteen and over) was 
305. in November 1920, with considerable variations, i. e. less 
for “ new entrants,” and higher hourly and piece rates for 
emergency and casual workers. The Trade Board rate in metal 
trades was 365. for experienced workers of eighteen and over. 

These figures give a general idea of the situation in regulated 
trades prior to the present wave of unemployment. Further 
details and statistics would run beyond the limits of our space, 
and are unnecessary, as Mrs. Barton’s paper can be easily referred 
to by those who desire more particulars. 

II. Quite recently a large number of proposals have been laid 
before the Boards to reduce the rates in force by amounts usually 
somewhere about 10 or 12 per cent. : i. c. from to SJd. an 
hour, from dd. to Sd,, from S^d. to 7Jrf., and so on, the idea being 
that wages should now suffer some reduction in accordance with 
the fall in the cost of living. In one instance the proposal was 
to reduce the rates by 20 per cent., but in this case the workers’ 
representatives left the meeting to mark their displeasure, and 
the proposal was subsequently reduced to 12^ per cent. This 
incident is highly significant. It indicates that the Trade Board 
has the important function of interposing an interval for con- 
sideration, “ putting on the brake,” where violent reductions of 
wages are attempted by employers in a hurry. In spite of all 
the troubles and difficulties of the present time# we are in this 
respect already a more civilised society than in the early years 
of the century. Wages, in regulated trades, can no longer be 
treated in the arbitrary fashion of those days ; before a drastic 
reduction can be made the question must be referred to a legal 
authority, on which both sides are fully represented, and thus 
gets a chance of being decided on its merits. 

In 1919 this was thoroughly realised, and the Alinistry of 
Labour undertook that Trade Boards should be set up with all 
possible speed in order to deal with wages in low-paid trades 
during the period of reconstruction. Certain of the boards 


1 “Numerous** refers to the decisions of trade boards, not to the workers 
affected, as to whose numbers the paper gives no information. 
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promised were set up, but in many other cases the pledge has 
not been redeemed, and the Minister of Labour lias delayed or 
prevented the setting up of Trade Boards. In tlie House, in 
answer to a question, he assured a Member that ho was exercising 
“ the greatest caution ” in the setting up of Trade Boards “ in 
the present difficult circumstances.” It is to be hoped that the 
Minister realises that there are very “ difficult circumstances ” 
also in the present situation of industrial workers, and “ caution ” 
is there also needed. Meantime the official staff of investigators 
has been considerably reduced, and in September 1921 the 
Minister of Labour appointed a committee to inquire into the 
working of Trade Bojirds. 

No doubt rising costs of production at home, and the diffi- 
culties which the results of war and the nature of the Peace 
settlement have placed in the way of foreign trade, are giving 
some manufacturers a great deal of trouble, and the reduction 
of wages of the weaker classes of workers may be regarded as 
the simplest expedient for casing the transition. But it is also 
a disastrous and extravagant one, as it tends to lower the efficiency 
not only of the women workers themselves, but of the next 
generation. The difficulties of the 2 >resent time, which are being 
used as an argument against the system of Trade Boards regulation, 
in reality form a powerful argument for not leaving wages to be 
settled by caprice of the moment. The more complex the relevant 
considerations, the more necessary it is to have a representative 
autlioritj’’ to whom tJiey can be referred and by whom the adjust- 
ment of wages can be effected after hearing both sides. In the 
Jibsence of such an authority the weak position of workers can 
be taken advantage of to lower the standard irretrievably. 

It is not, of course, intended here to imjdy that Trade Boards 
or the administration thereof should be exemi)t from criticism. 
No doubt mistakes have been and are being made : it seems 
likely that some determinations are too elaborate, go into too 
much detail, and thus add to the practical difficulty of enforcing 
the decisions. It is also arguable, 1 think, that the Trade Board 
can be most useful if it restricts its sphere to fixing flat rates to 
prevent sweating, and leaves it to the Trade Union action to 
determine the differential rates for organised workers of superior 
skill and experience. But these arc matters of detail. The insti- 
tution itselt is one of tried and i^rovcd value. Numbers of weak 
and unorganised workers hstve been rescued from the extreme 
nf poverty; industries regulated by Trade Boards have fewer 
strikes and labour troubles than have others ; and, as Mr. Henry 
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Clay pointed out in The Times (September 26, 1921), at the 
present time, when unemployment is rife, these industries 
have a percentage of unemployment which is well below tlie 
average. 

Tt is an interesting set-oflf to the attacks that have been made, 
that those Tr.ade Boards which have the longest experience have 
recently passed unanimous resolutions (including, of course, tlic 
employers’ representatives) recording their conviction that the 
operations of Trade Boards have been of advantage and benc'fit 
to all concerned, whether employer or employed, and adding 
an expression of appreciation of the appointed members* services. 
Regret in at least one case was expressed that an attempt should 
have been organised to cast discredit on the system. 

III. It is at least possible that reduction in women’s wages 
can be avoided or minimised by economies in other directions. 
I may perhaps mention here that I do not propose to discuss 
such matters as the reoijening of trade, the reconstruction of 
European finance and so on. I am warmly in sympathy with 
the efforts that are being made in these directions, and can believe 
that they will, or may be, more successful than anything I have 
to suggest. But they involve large questions of world politics 
which cannot properly be discussed in the present article, and 
my aim is to bring out certain points nearer at hand and of 
immediate practical interest, which seem to me important f(;r 
readers of tliis Journal to consider. 

The first point relates to the need for improved efficiency in 
management. The Commission that reported on the coal industry 
two years ago was, as we all remember, so impressed by tJio 
inefficient conduct of the industry that it recommended the 
most drastic changes in and renovation of the whole system. 
Dr. Vernon also, reporting to the Industrial Fatigue Tlcsearcli 
Board on Fatigue and Efficiency in the Iron and Steel Indiisiry, 
several times refers to the defects in management which keep 
production lower than need be. Sometimes men are kept waiting 
for lack of material, sometimes for lack of steam pressure. Tlio 
loss through such delays and enforced waiting was considerably 
greater in some works than in others, showing that much of it 
must be preventable (p. 62). In one case a striking increase of 
output was obtained, together with a reduction of week-end 
hours, largely, it is supposed, through a careful study of the 
causes of delay and taking means to avoid stoppages. Dr. 
Vernon in this connection attributes great importance to the 
system of charting delays and output regularly every week. 
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and thinks it tends to stimulate alertness. But he has to add 
that charts are very seldom made systematically, and ho saw 
them only in two of the works he visited (pp. 64, 65). In each 
branch there are “ tremendous variations ” in the efficiency of 
the plant employed in different works and in the efficiency with 
which human labour is utilised. “ It takes four to eight times 
more men to charge blast furnaces by hand than by machine ; . . . 
Coupled with the difference of mechanical efficiency we find that 
tlie fatigue of the worker often varies in inverse relation.” 
Dr. Vernon estimated tliat if all the iron and steel works in tJie 
country adopted the most efficient methods, they could on an 
average improve their output by something between 50 and 100 
per cent. In other words, they could enable their employees 
to earn more in eight-hour shifts than they had previously done 
in twelve-hour shifts ” (p. 95). 

Strictly speaking, perhaps the above instances are not 
altogether relevant, as coal-mining employs no women and iron 
and steel very few. But a corresponding state of things is noticed 
in industries in which women arc employed. Mr. Elton’s Report ' 
on Silk- weaving notes that many of our silk-mills are out of date, 
both as regards structure and lay-out. Much weaving is done in 
rooms with low ceilings and bad natural lighting. Production, it 
is shown in the same report, falls off during periods of aiiilficial 
lighting, and the lighting question is important in a degree which 
unfortunately is still not recognised by employers. “ Ever}^ 
hour,’' Mr. Elton states (p. 14), “ of artificial light which could 
be avoided by means of increased window area or otherwise, means 
to the employer loss of production, [and] it means to the worker 
a reduced wage for performing a more difficult task.” Again, 
the lay-out of old works causes loss of time through inconvenient 
arrangements, long distances between rooms in which allied 
processes are carried on, and time is lost through neglect to make 
such arrangements as will keep machinery continuously running 
and prevent the unemployment or partial employment of the 
worker while waiting for material, by neglect to detect and 
remedy faults in the machinery, or by giving unskilled work to 
weavers and so compelling them to leave their proper work 
(p. 15). Mr. Elton here points out tliat whereas time lost by 
workers is easily measured, measurement of the time lost 
hy employers is hardly practicable. Consequently the ordinary 
newspaper-reading public, not familiar wdth industry, is likely 
to assign all the blame to the former, and to be quite unaware 

^ Industrial Roaenreh Board, Ttxtihi Seriei*, No. 3, 1920. 
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of the wide variations in output due to differences in efiSciency of 
management. 

Dr. Myers also has referred to defects in management in a 
recent work {Mind and Work, p. 111). Restriction of output 
by the employer, he says, may be either deliberate or uncon- 
scious. Unconscious restriction may occur through bad organisa- 
tion and out-of-date equipment ; deficient training of employees, 
ill-considered arrangements of working hours, inadequate rest 
pauses, defective selection of workers, etc. Again, tho Report 
on Profiteering in the furniture trade shows that the amount of 
timber wasted varies greatly from firm to firm. In one firm 
it was as much as 60 per cent., but after a careful study of the 
costs and comparison with other trades it appeared that not 
more than 16 to 30 per cent, was really necessary and inevitable. 
In the Report on the Biscuit Trade it transpired that the costs 
varied greatly from firm to firm, while the selling price was 
uniform. It would appear that the trade in these circumstances 
could bear some increase of wages. Taken together, the observa- 
tions of these independent authorities certainly suggest that there 
is room for reducing cost of production without trenching on wages. 

The personal efficiency of workers can also be improved 
through bettering the environment. Given time for the change* 
to take effect, the productivity of industry can undoubtedly be? 
increased in this way. A great deal has been written on this 
subject, but its importance is still imperfectly appreciated. 
Thus, in a Report on the Causes and Conditions of Lost Tiine,^ 
Professor Loveday emphasised the opinion that sickness as a 
factor of lost time is under-estimated, and slackness over- 
estimated. If ill-health of workers spells economic loss to 
employers, healthy conditions and sufficient rest must be finan- 
cially important. In an aeroplane factory mi London the 
manager did not believe in long hours, and refused to allow them 
even in the pressure of war-time. The outijut was maintained 
with remarkable steadiness, and not one breakdown occurred 
among the women workers.* Mr. Kahn’s book {Design and 
ConstruLcti(m of Industrial Buildings) may be referred to for a 
particularly vigorous and forceful statement, from the business 
point of view, of the case for improving industrial conditions. 
It will be remembered also how markedly the industrial efficiency 
of women improved under the influence of tho better pay and 
conditions given during the War, especially in munition woi u 
and engineering. 

Cmd. 8611, p. 51, 1917. 


* Industrial Fatigue, by Lord Henry Bentinck, p. 23. 
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IV. In the short run, however, as we have already noted, 
the difficulties of the present time are great in the case of many 
firms, who have to pay higher wages and to meet greatly increased 
costs in respect not only of materials, but of repairs, re-buUding, 
and equipment. The great means of economy is through combina- 
tion, which avoids much waste through competition and multipli- 
cation of staffs. The danger of combination is monopoly, the 
anti-social aspect of which can be studied in the Report on Trusts 
and in a more recent report on a certain industry (numbered as 
Cmd. 1200). Whether even monopoly is quite so dangerous to 
the position of the worker qu(t worker, as the other extreme of 
unregulated competition, may be doubted. The point of present 
interest is, however, whether it is possible to take advantage 
of the undoubted economies secured by combination, and there- 
with to develop some form of co-operation for public service. 
Such an experiment has been made in the Building Guilds, but 
these, though extremely interesting and important, affect an 
industry which employs no women, and arc not here relevant. 
An effort, however, has been made in an industry employing a 
large amount of female labour, described in the Report on 
Pottery, prepared by a sub-committco under the Profiteering 
Acts.i The Pottery Trade, it appears, prior to the War was 
suffering acutely from competition, cutting of prices, and the 
effects of the American tariff, which hit the export trade very 
hard. In 1913 the American Government reduced the tariff 
from 60 to 40 per cent., and the American manufacturers com- 
plained. The American Government then appointed a commis- 
sion to investigate cost of production, first in the States, then 
in Europe. The result showed that the cost of labour was 
greater in the States than in England, but the cost of materials 
was less, and the net earnings of the trade were 10*6 in the States, 
as against 6* 9 in England, per cent, of net value of product. The 
English manufacturers, beset by competition at home and abroad, 
fighting for their existence, had concentrated their attention on 
lowering costs, wdth the result that wages w^erc brought very low. 
This state of things compelled both employer and employed to 
consider organisation, and the War, as the Report puts it, brought 
them together and assisted in this direction. The employers 
in the various stages of production have formed organisations 
controlling 60 per cent, of the trade. The sub-committee 
reported that profits and prices were reasonable, but considered 
that steps ought to be taken to safeguard the public in the future. 

I Cmd. 1360. 1021, 2d. 
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A novel feature is that a National Council has been set up, 
including both employers and employed,^ which differs from 
other Councils in that the employers have undertaken to disclose 
average profits on turnover and the average wages, “ the under- 
lying principle being that both employers and employed shall 
know the real facts relating to the industry.” It is further laid 
down in the report of this organisation (which is summarised as 
an appendix to the Report on Pottery) that “ power is needed 
to compel all firms to observe common rules and standard con- 
ditions laid down by the representatives of the industry.” 
“ This claim is made, not with the idea of abolishing competition 
and obtaining monopoly, but of restricting competition and 
diverting it from price to quality, and from socially undesirable 
practices, such as beating down wages, to socially desirable 
methods, such as the improving equipment and organisation.” 

On this plan membership of their respective organisations 
would be compulsory both on employers and employed. It is 
further suggested that earnings could be increased by bringing 
up the organisation of all factories to the level of the best, whilst 
the operatives, if their confidence were enlisted, could often 
contribute suggestions of value, and could be relied on to secure 
the increased output which better organisation would make 
possible. It is also suggested that the Government should 
revise its policy in the matter of contracts, and instead of opposing 
every sort of agreement among manufacturers as to prices, should 
require evidence that the price fixed is justified by costs. The 
State might also co-operate with the National Council of an 
organised industry for the promotion of research into economic 
conditions, the health and mortality statistics of the industry, 
experiments in processes and materials, and the improvemenis 
of industrial hygiene. • 

V. Briefly to summarise the foregoing paper : It is desirable 
to avoid a reversion to the under-payment and ” sweated ” 
wages of former years, and so far the Trade Board is the best 
means known to history for securing reasonable rates of pay 
to the worker in unorganised or ill-organised trades, and for 
protecting the good employer from the unfair competition of the 
worse. It appears from evidence given that the productivity 
of the industry is often retarded through waste and inefficiency 
in management, and it seems certain that it could be increased 
by better methods, therewith increasing the amount available 
for wages. Where it may appear that economies by individuals 
* This was provious to the Whitley Report. 
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are not practicable to an extent sufficient to meet the difficulties 
of increased costs, and at the same time to maintain wages at 
a reasonable level, this would point to the need for experiments 
in some form of industrial organisation such as the scheme 
described in the Report on Pottery (or on any better lines that 
can be devised), with duo safeguards to protect the interests of 
the consuming public. Among such safeguards the publicity 
advocated in the scheme itself would be an important item. 

H. Ij. HrTClTTNS 



THE LAND SETTLEMENT OP RUSSIA 


In 1861 the Tsar Alexander II abolished serfdom. The 
peasants, now independent, obtained the greater part of the land- 
owners’ estates, and were admitted into the Zemstvos, the local 
self-governing bodies designed to deal chiefly with economic 
affairs. 

It is important to remember, however, that the land was 
given to the peasants not as their private, but as their communal 
property, and that it was distributed amongst individuals by 
the commune according to the then size of their families. But 
as both the total population of any commune and the size of 
particular families within it varied with time, it therefore became 
necessary, if equal distribution was to be maintained, to redivide 
the land at intervals. These redivisions usually took place once 
every twelve years. 

Now whatever may be the theoretical value of the idea uf 
equality on which the commune was based, its realisation had 
a very bad effect on farming in Russia. Missing the assurance 
of permanent possession of his land the peasant missed also 
the incentive to put the maximum of work into it. He just 
scratched the surface of it, and would never consider any cultures 
requiring many years to mature, lest the fruits of his labour should 
fall to some one else. It is true he possessed as private property 
the land where his home stood, but this was too small to do much 
with, usually consisting of less than an acre. Further, the 
principle of equality demanded that each peasant should have 
his fair share of good and bad soil and of land near to and distant 
from the village. It thus followed that each peasant’s fields 
were scattered about broadcast. Their number varied generally 
between eight and fifteen, sometimes it rose to twenty, forty, or 
even more. These fields were appropriately called “ strips,” and 
some of them were so narrow that a plough could not be turned 
round in one without encroaching upon another, belonging to a 
neighbour. 

The commune nearly always had some indivisible lands, such 
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as “ natural pastures ” (stretches subject to inundation and unfit 
for cultivation), forest, marsh, and so on : their productivity was 
extremely low. Apart from those, the peasant farm in European 
Russia averaged 19 acres ; in the north it averaged 25, in Central 
Russia 16, and in the south and south-east 30. In the most 
important agricultural districts, those south of the parallel of 
Moscow, the communes were fairly large, containing generally 
over 100 households each. 

Before going further the reader must lay on one side his 
ideas of farming to-day in Western Europe, and imagine condi- 
tions entirely different but somewhat similar to those that pre- 
vailed in England or France three hundred years ago. Only in 
this way will he be able to make for himself a rough picture of 
rural Russia in the twentieth century. All buildings were of 
wood ; immense spaces of land lay untouched by man’s hand ; 
only the most primitive implements were in use — up to the 
advent of the Revolution one-third of the peasants did not know 
of the plough even, and made use instead of the soha, a crooked 
wooden stick, with a sharp iron end ; ninety per cent, of the 
population were illiterate ; cattle and horses were about midway 
ill size between mastiffs and shorthorns ; winters were long and 
bitter, and during several months absolutely all work was stopped 
by deep snow or by the subsequent spring thaws which turned 
every village into an island. But above all let the reader imagine 
the distances. 

Indeed, the first great disadvantage of communal farming 
in Russia was — distance. Take an ordinary case. Suppose that 
a village consisted of one hundred households, that each house- 
hold held twenty -five acres in twelve strips scattered symmetric- 
ally over the whole communal estate, and that the indivisible 
land amounted to as much again; this would make altogether 
5000 acres. Suppose also for simplicity and to take the most 
ideal situation that the whole estate was a square and that the 
farmhouse of a particular peasant lay exactly in the middle of it. 
A little rough arithmetic gives the sum of the distances between 
the farmhouse and the strips belonging to it. Thus : — 

4 strips distant *4 miles each = 1*6 miles. 

4 strips distant *8 miles each = 3*2 miles. 

4 strips distant 1*2 miles each =: 4*8 miles. 

Total . . .9*6 miles. 

In other words, simply to put his foot on each of his strips the 
peasant had to cover, there and back, over nineteen miles, a 
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day’s journey. The amount of work thus wasted was colossal. 
Practically it resulted in this : only the nearest strips were culti< 
vated more or less properly (according to the peasants’ standard 
of cultivation) ; the farther the strip, the less work was put into 
it, and the farthest away of all were often left untouched — there 
was no time for them. 

The second disadvantage of the communal system was 
forced uniformity of farming. Nearly everywhere the peasants 
followed the primitive triple rotation of crops — winter corn, 
summer corn, fallow. If this was followed by the commune it 
was practically impossible for an individual peasant to deviate 
from it. If he did so, his work would not coincide with that of 
his neighbours; he therefore would not be able to avail himself 
of their lielp ; and one can easily understand that mutual help 
in the conditions of communal farming had quite a special value. 
Further, owing to the unclean state of the fields stubble was 
mostly used for pasture ; if therefore a peasant attempted to grow 
something in a strip lying in the middle of other people’s stubble 
fields, cither his crop would bo trampled down by the cattle, or 
else he would have to surround each of his strips with a ring 
fence — a thing quite impossible, of course. 

The communal system was aptly described by a Russian 
statesman, in military metaphor, as dressing by the worst.” The 
peasant produced only a small part of what could have been 
extracted from the soil; his welfare dci)endcd not on his own 
energy, but on physical conditions, or, as he put it, on “ Grod’s will.’’ 
He was content if what he sowed (by hand) returned him, say, 
fifteen to eighteen bushels per acre ; he thanked (Jod when in the 
fertile south or south-east the soil yielded forty-five or even sixty 
bushels; and he spoke of sins and punishment when the next 
year the crop fell to twelve bushels. It was jugt this feeling of 
personal helplessness and not alcohol or the much exaggerated 
malignity of the Government that was the greatest curse* of the 
Russian peasant farming and the main cause of its backwardness. 
To the peasants shut up in their village, thirty miles from the 
railway and as much from the town, the commune was for all 
practical purposes the universe; they called it “ Mir,” meaning 
world, and to thwart the will of the world is not an easy thing. 

Progress was not possible unless by first clearing the com- 
mune out of the way. This was a truth simple enough. But it 
was not understood either by the Government or by the Zemstvos 
until quite recent years. It is true, that after 1890 the Zemstvos 
began to attempt the improvement of the peasant farming, 
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supplying the peasants with better seeds and better implements, 
furnishing them with credit — on a very small scale — and sending 
to them technical instructors. But the success of these measures 
was only superficial : they merely tinkered at the evil. The 
peasant perhaps planted some fruit trees, or sowed some clover 
on his private plot of land, or grew oats from seeds imported 
from Sweden. But at the same time he still maintained the old 
triple rotation of crops; his plough, though now of a better 
make, was still useless to him for his distant strips ; the influence 
of the thoroughbred bulls which the Zemstvos bought in 
England was annulled by the haphazard cross breeding that took 
place in the communal herd. 

Strange to say, it was the retrograde llussiaii Government 
which took the correct view of the situation. The first Russian 
Revolution of 1905-6 made the Government hasten into the 
agrarian reform. It was considered then that by developing 
the sense of private property the formless and unstable mass of 
the peasantj-y would bo stiffened into a strong conservative class 
which would prevent the repetition of revolutionary troubles. 
The agrarian law was drafted in 1906 by the Prime Minister 
Stolypin, one of the few capable statesmen of Russia. This law 
admitted two standard forms of land settlement. The first was 
the exit of single farmers from the commune; the second was 
partition, or the passing of the whole commune from communal to 
individual ownership ; for such partition a two-third's majority 
of the peasants in the commune was sufficient. The new farm 
might be a houtor or an olroub. In the hmdor all the land is in one 
piece ; in the oirouh all the arable land is in one piece but separ- 
ated from tlie farmhouse. This latter type was obviously 
imperfect, but it was inevitable. The peasants lived in villages 
close together ; the villages were usually large ; out of one hundred 
peasants, say ten only would obtain land immediately adjoining 
the ground where their homes stood, the other ninety would have 
to put up with lands more distant. Now, to transfer nine-tenths 
of rural Russia to new places was a problem w'hich of course 
could not be solved all at once. It was reckoned that the otrouhs 
would later on become converted into hovtors, through the 
peasants leaving their old houses and building new ones on their 
main lands. In practice there were about seven times as many 
otrouhs as there were kouiors. 

Roughly speaking, twenty million farms had to be settled — 
a colossal task considering the area involved, the legal complica- 
tions to be circumvented, and, most of all, the inertia of the 
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peasantry. The task was not made easier by the Zemstvos. 
Their attitude to the reform was chilly, partly for academic 
reasons, and partly for political. They regretted* the sacrifice 
of the principle of communal ownership which they considered 
to be better suited to the Russian peasant than private owner- 
ship, and they suspected a reform hallmarked by the Government. 
On the other hand, the Government — or rather the talented 
Minister of Agriculture, Krivoshein, who succeeded in pursuing 
unhindered his own line of policy — did everything possible to 
enlist public opinion. In the days of unbridled bureaucracy 
Krivoshein took great pains to fill up the Land Settlement Com- 
missions with unofficial elements, with men who knew the local 
conditions and who were in touch both with the Zemstvos and 
with peasants — a task, by the way, extremely difficult in the 
atmosphere of growing enmity between the Government and the 
general public. (Quite recently the same Krivoshein as Prime 
Minister of General Wrangel distributed the landowners’ estates 
between the peasants of the Crimea.) 

The work of settlement began about 1907. The first two or 
three years were the period of setting examples and of propa- 
ganda ; the work progressed slowly. The chief hindrance was to 
be found in the peasantry themselves. “ Our forefathers lived 
in the commune — why should we leave it ? ” — ^that was the 
stereotyped reply that the settlement workers had to hear from 
every mouth. On one occasion an official was declared to be 
“ the son of Antichrist,” and was promised appropriate treat- 
ment. To persuade the peasants that old is not necessarily goody 
a sum of efforts was required which only those can appreciate 
who know the force of passive resistance peculiar to the illiterate 
Russian. However, the work went on. Gradually it increased 
in volume ; some Zemstvos announced their synymthies with it ; 
the resistance of the peasants grew weaker. In the first year 
only a few thousand settlements were made; five years later 
their number rose to 200,000 a year; in 1014 it had reached 
400,000 a year. By 1916, owing to the War, and the consequent 
depletion of staffs, the pace of the reform had to be slackened; 
at that time the number of houtors and otroubs Was about 
2,200,000. It was believed that by 1925-30 the commune would 
be extinct. 

Soon after the first settlements it became clear that the 
formation of houtora and otrovba was not the end of the reform 
but only Act One. The peasants, freed from the commune, 
secured only the material conditions of progress, but had no 
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means whereby to enact it. All they knew was the routine of 
farming as practised in the commune ; oven if they were taught 
what to do they would not be able to do it, as their capital 
amounted practically to zero. The outstanding task was to 
organise technical assistance for the new settlers. This should 
have been done by the Zemstvos, but once again politics inter- 
vened, and the Zemstvos stood aloof from the new settlers — 

“ creatures of the bureaucracy.” Again, it was the Ministry of 
Krivoshein that took tho initiative, trying later on to induce the 
Zemstvos to share the work. » 

Help in the form of agricultmal instruction began in 1910. 
The first step was to form a staff of instructors — ayronomera^ as 
they were called. By 1914 the Government had about 1600 of 
them. 

Their duties consisted of : (1) Lecturing; (2) Organisation of 
show farms and show fields, where improved methods of farm- 
ing were demonstrated, not in the artificial conditions of an 
experimental field, but in the natural conditions of a genuine 
peasant farm, tho farmer in such circumstances being usually 
given a loan ranging from £1 to £12, not more; (3) Organisation 
of depots of improved implements ; tho implements were tempo- 
rarily lent to tlic peasants for a nominal feo ; (4) Organisation of 
breeding stations. All credit operations wore left with the 
Zemstvos. 

About 1913 a special staff was formed to introduce new 
methods of housing. The peasants’ buildings were all wooden 
with roofs of thatch ; a fire once started often consumed the whole 
village. It was necessary to replace wood with cement or bricks. 
This work, however, had no time to develop. 

With time those Zemstvos which were more progressive and 
less affected by politics joined the Government in this work, 
and indeed in some districts the two organisations w^ere blended 
into one. By 1915 about three-fifths of the staffs formed by the 
Government had been taken over by Zemstvos. The liberal 
tendency of Ki’ivoshein was much appreciated by the Douma ; 
as a matter of fact he and his successor, tho equally capable 
Rittich, w'cre the only two ministers who enjoyed the confidence 
of the Douma at the time of the most furious attacks on the 
bureaucracy. 

Tho Western reader should not overrate the results of this 
work. There were, indeed, several thousands of instructors; 
but their pupils numbered twenty millions, and consisted of men 
ignorant, and stubborn in their ignorance. The instructor had 
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to spend hours and hours talking — and cursing too — before he 
could induce some Ivan or Semyon to sow just ten square yards 
of clover or swedes ; he had to call on the same Ivan or Semyon 
perhaps ten times before he would agree to change the rotation 
of crops. The instructor’s district might be of the size of several 
English counties; he had to get about it as best as he eould 
— ^without roads. The Government and the Zemstvos spent 
about 100 million roubles a year on settlement and technical 
help; this seemed a fairly large sum of money, but divided 
among 20 million peasants it was a drop in the ocean. 
Still, it could not be otherwise. The country was poor, the 
educated classes formed not more than 2 per cent, of the popula- 
tion; practically all men with any scientific knowledge of 
agriculture were enlisted in the service of Zemstvos or the 
Government. What was done, inadequate as it was, was near 
the maximum possible under given conditions. 

The Western Press is now showing a tendency to overrate the 
influence of the co-operatives in Russia. The growth of the 
co-operatives in the twentieth century was certainly very fast, 
and their membership by the time of the Revolution reached a 
great figure. But most of them were concerned with trade and 
credit operations only; as regards the improvement of the 
methods of farming their work was very small, infinitely less than 
that of the Government or the Zemstvos ; it was rather trainii’g 
than work. So, c. by 1915 there were less than ten co-operativos 
(I knew them all by name then, but have forgotten now) which 
had a technical adviser paid out of their own funds — a fact 
most significant, inasmuch as one of the very first needs of the 
villages was indisputably to increase the productivity of the soil. 
The actual influence of the co-operatives was small; but there 
was a spirit in them which showed great potentiaiitics for develop- 
ment. From many officials, both of the Government and the 
Zemstvos, I have heard that, given time, the co-operatives would 
be able to take the foremost place in the economic affairs of the 
country; while in the Ministry of Krivoshein opinions were 
expressed that in a score of years or so they might take over the 
whole agricultural work of the Government and the Zemstvos. 

The results of the combined efforts of the Government, the 
Zemstvos, and to a small degree of the co-operatives, soon became 
apparent. It was not that they could or did increase the wealth 
of Russia or the amount of the grain export. Their chief value 
lay in demonstrating the truth that individual property is more 
advantageous than communal, that land given in perpetuity to 
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the peasant yields much more than the same land minced up into 
insignifieant strips and constantly changing hands. 

As told above, the Zemstvos before the reform granted some 
technical help to the communes. But all they did attain were 
some partial improvements which did not affect the whole system 
of farming, and made the increase of crops hardly noticeable. 
On the contrary, in the houtors and oirouhs the progress became 
palpable in various branches of farming at once. I remember 
an excursion which I made in the late spring of 1913 to a district 
near Kherson, where a group of one hundred oirouhs had been 
formed about three years earlier. This district had quite a 
different appearance from the surrounding communal districts. 
There only scattered sowing was used — by hand or by means of 
a primitive drill ; lierc the corn stood in orderly rows. The 
rotation of crops was fivefold instead of three; most of the 
farms had near them a piece of land covered with the character- 
istic green of the lucerne, a plant very seldom to be seen in the 
commune. The kitchen gardens were a good deal larger than in 
the communes. It is true the cattle of the settlers did not look 
any better than in the communal herds; but the books of the 
breeding stations showed that the settlers brought their cows 
much more often than the peasants of the commune, although the 
station was some three miles away, and actually in the centre of a 
large commune. The loss of the common pasture grounds was 
quite compensated by such food as lucerne and swedes. 

The main result of the reform, however, was not the 25 per 
cent, or 40 per cent, increase in productivity, but the psychological 
change in the farmer. The writer remembers hundreds of reports 
from, and interviews with, Government and Zemstvos workers, 
enthusiastically maintaining that the peasantry was at last moving 
from the dead centre. “ The peasant has wakened from his 
slumber ” — that was the burden of these reports. For every 
once that a peasant of the commune applied to the depots for 
implements, seed, or bulls, the new settler applied several times ; 
he did not wait for the instructor to visit him, but himself asked 
the commission to send “ somebody ” to teach him. I heard 
of instances when the settler, impatient at the non-arrival of the 
instructor, started himself to introduce some new system of 
farming which he had read of in a pamphlet or seen at a land- 
owner’s estate. He did it all wrong, perhaps, but in this very 
intention of his he manifested a spirit of enterprise that was 
absolutely unknown in the commune. 

There were failures, of course, especially in the poorer districts, 
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as, for instance, in Central Russia, where many houtors had only 
twelve or ten acres of mediocre land. An inexperienced official 
sometimes allotted land which had either no water or a deal too 
much of it. But these were occasional failures. The figures of 
the reports and still more the enthusi^m of the new settlers 
proved that the reform as a whole was a great success, that the 
power of assimilating culture, at zero in a peasant of the com- 
mune, rose suddenly as soon as he was withdrawn from its drowsy 
influence. I think it was near KharkoS that a settler asked me 
to transmit to the Czar '' his humblest thanks for the reform that 
enabled him to become a man.” If you are a man now, what, 
then, are those who stay in the commune ? ” I asked. He made 
a gesture of despondency. Oh, idiots,” he said. Peasant 
farming, the very backbone of Russia, came to sudden life after 
centuries of stagnation. In ten or fifteen years the whole 
economic aspect of the Empire would have been changed. 

But the fates willed otherwise. Bolshevism, as applied to 
rural Russia, h.as completely undone the reform. Particulars 
are not available, for Russia is behind a smoke screen ; but from 
many refugees I gather that since 1918 the lands of the houtors 
and otrouhs have been again incorporated into the communes 
and redivided into strips. Their owners have either obtained their 
old share of strips or — “ been disposed of ” : they wore proclaimed 
as bourgeois and — the rest may be easily guessed. All the technical 
culture that had been introduced into peasant farming soim 
perished in the frenzy of wholesale destruction; the thorough- 
bred bulls were shot for the fun of it by hooligan youths calling 
themselves Red Guards, Communists and the like; machinery 
was broken up ; depots plundered ; fruit gardens cut down. 

Then came the starvation in the towns. Battalions were sent 
into the country to “ collect ” grain. Cattle fv^ere slaughtered 
for beef. Owing to the breakdown of industry and of trade not 
merely ploughs but axes and even ordinary nails became rare. 
A traveller passing through Russia to-day would find not the 
least trace of tlie immense work done for the peasant by the 
Zemstvos and by the progressive — the only progressive — depart- 
ment of the old Government. 

As to the future one thing only is certain. The larger estates 
which the peasants have seized wUl remain in their hands. That, 
however, will not in the least modify the necessity of starting 
all over again the agrarian reform, and on the same lines as 
before, namely, division of communal land into individual hold- 
ings and technical assistance to the farmer. The ravages of the 
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Revolution will probably make the execution of the reform easier 
in two respects. From sheer reaction against communism the 
peasant may conceive a strong desire for private ownership. 
Besides, the hardships of the Revolution may strengthen in him 
the spirit of co-operation, thus enabling him to take in future a 
larger share in the management of his own affairs than ho did 
before. This certainly is necessary. Even in the days of peace 
the educated classes were too few to provide a sufficient number 
of a^ronomers, settlement officials and bookkeepers for the co- 
operatives. Now the ititelUgeiizia has been half exterminated, 
and it is for the peasants to fill the gaps. Whether they are able 
to do it, whether they can govern themselves, nobody dare 
predict. Russia is a country of the unexpected, even for the 
Russians. 

N. Gubsky 

(formerly Head of the Section of Technical 
Assistance to New Settlers , Ministry 
of Agrieultur. , I’clrogratl). 



BANK RATE AND THE MONEY-MARKET IN THE 
UNITED STATES 

Banking reform in the United States centred for long oti 
proper control of the note issue. It was not till after the crisis 
of 1907 that the primary importance of issues of bank-credit was 
fully realised.^ The Federal Reserve Act of 1913 aimed at 
securing control of credit issues by an adaptation of the central 
banking system existing in various forms in Europe to tho 
particular conditions prevailing in America. In Europe control 
is exercised mainly through the discount rate of the central bank' 
in each country ; a rise in this, when effective, produces a general 
rise in market rates, and this checks borrowing. The Federal 
Reserve Banks arc expected to exert a similar control.® Efforts 
to prevent over-expansion of credit after the war were accom- 
panied by much discussion as to how far this time-honoured 
device of raising the discount rate' really secured the end desired, 
and the conclusion both in this (jountry and in America seems to 
have been that it must, under existing conditions, be accompanied 
by other measures if credit was to be really restricted. This 
paper, however, is concerned not with the general question of 
how far a rise in market rates will limit credit-issues, but with 
the smaller problem of the effectiveness of the machinery provided 
under the Federal Reserve Act for securing such a rise, 'riie 
system has not been working long enougli for an appeal to experi- 
ence to be very helpful; it was not in complete w^orking order 
till 1917, and for the next three years the market was dominated 
by war-needs and Government finance. Front tho beginning 
of 1920 a policy of regulating credit was begun,® but conditions 

* Cf. Laughlin, Banking Progress, ch. ii. 

* Cf. Report of the Federal Reserve Board, 1914, p. 17. Cf. also “ Address by 
P. M. Warburg,” printed Federal Reserve BuUetin, 1919, p. 102 : ” The aim of 
the system must therefore be to keep this gigantic structure of loans and invest ■ 
incnts both from ovor-contracting as well os irom. over-expanding,” and A. C. 
Miller, American Economic Review, Juno 1921, p. 179 : “ Tho regulation of the 
flow and volume of credit being in the last analysis the primary function of 
the Federal Kesorve Bemks.” 

* Cf. A. C. Miller, American Economic Review, June 1921, p. 190 : “ With the 
year 1920 the Foder^ Reserve Banks entered upon the exercise of their function 
of regulating credit in accordance with business and oconomio indications and 
under circumstances of extraordinary difficulty, and for the first time since 
tho outbreak of tho War, undertook to develop a policy of credit control by 
moans of discount-rates.” 
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were still abnormal, and in any case a year and a half is too short 
a time on which to base definite conclusions. The method here 
adopted must therefore be an analysis of the machinery for 
regulation provided by the system with a view to making some 
estimate of its probable efficiency. 


I 

With regard to tlie function of increasing the supply of credit 
little need liere be said. The capacity of the system to do this 
adequately depends on its controlling a sufficient quantity of 
resources in relation to the demands likely to be made upon it. 
The resources at its disposal have steadily increased since it was 
first instituted.^ As a result of steps taken in 1917 to centralise 
the gold supply, most of the gold in the country is now in the 
possession of the Federal Reserve Banks.*^ It may be confidently 
affirmed that they are in a position to meet all seasonal increases 
in demand. With regard to such extreme demands as have arisen 
on exceptional occasions in the past, it is one of the objects of 
the new system to prevent such violent crises from arising, but 
even in the case of a panic there can bo little doubt that it would 
be able materially to ease the situation. 

The problem of securing a contraction of ciudit-issues or of 
preventing over-expansion is more difficult, and the machinery 
devoted to that end more complicated. The Federal Jieserve 
Bank rate is intended to be used in the same way as Euroi>eaii 
bank rates. We may now proceed to examine how it is designed 
to work and how far it is “ effective " in the sense of controlling 
market-rates. 

1. In the first place a word or two may be said as to the 
rate itself. Tiiere is in tlie Federal Reserve system no “ official 
rate ” as in England. The rate, or rather rates published by 
each Federal Reserve Bank arc the actual rates at which they 
do business. Under the Act, the initiative in fixing rates rests 
with the banks subject to the approval of the Federal Reserve 
Board. In practice the detennination of rates has been in the 
hands of the Board, the Banks simply accepting its suggestions. 
There is, further, no one set of rates for the whole country, local 
conditions determining them in eacli district, though the shifting 

* TJie total re.iourccs of tlio Federal Reserve Ranks on May 2.'), 1021 — 

^5, 379, 760, 000. 

* C£. Federal Reserve Bulletin, 1917, p. 98. 
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of funds by means of re-discounting between Federal Reserve 
Banks has done much to secure uniformity. 

To be effective ” a rise in the Federal Reserve rate must be 
closely followed by a rise in the market rate. The machinery 
of the Federal Reserve Act is designed to secure such a corre- 
spondence. A brief description of this machinery may perhaps 
be given here. The reserves of all the banks belonging to the 
system must not be less than a certain legal fixed ratio to their 
demand deposits. Reserves to this amount must be kept at the 
Federal Reserve Banks. When the limit has been reached fresh 
deposits can only be taken when reserves are increased. Short 
of new gold deposits this can only be done by discounting with the 
Federal Reserve Banks such paper as they are allowed under 
the Act to discount. These re-discounts when placed to the credit 
of the discounting bank with the Federal Reserve Bank count 
as legal reserve, and fresh credit can be issued on that basis. 
The rate charged by the member bank for these issues will be 
determined by the rate which it has paid to the Federal Reserve 
Bank. In this way the rate at which Federal Reserve Banks 
re-discount affects the rate charged by member banks for 
discounting paper in the open market. 

2. (a) Such is the connection established under the Act. 
The question now is, How does it work ? In the first place there 
is the general difficulty of the lack of an organised discount market 
in the States. This has been due in the past mainly to absence 
of eommercial paper suitable for discounting and, especially in 
New York, to the competition of the Stock Market for the avail- 
able money. While on the one hand high call-loan rates may lead 
to a diversion of funds from the discount to the speculative 
market, high Federal Reserve rates, on the other, may have a 
similar effect. Bankers, knowing that commerAal paper could 
only be re-discounted at a high rate, would tend to give up 
discounting and invest in call-loans instead.^ The result might 
be a eheck to the issue of commercial credit but an undesirable 
inflation of speculative credit — ^a proceeding which has been 
responsible for many of the New York money-market's diffi- 
culties in the past. Special steps are, however, being taken to 
develop the discount market by encouraging the use of forms of 
commercial paper suitable for re-discount purposes. In especial 


1 Of. H. P. WiUifl, Magazine of WaU Street, May 28, 1921, p. 84 : “ Interior 
banks have preferred ... to out their re-discount obligations rather than to 
keep them up, and to use the funds held in consequence either in stock-market 
loans or advances on ineligible paper.” 
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the use of bankers* acceptances and the growth of the acceptance 
business is aimed at.^ The use of dollar exchange in foreign 
trade would have a similar effect. The competition of the call 
loan-market remains, however, formidable, particularly in New 
York.* 

(6) Apart from this question of the development of the 
market, the influence of the Federal Reserve rate will clearly 
depend on the extent to which banks do in fact re-discount, 
and this will depend on the relation of their reserves to their 
deposits. When the ratio between them approaches the legal 
ratio, money will be tight and market rates rise. When it is 
reached, further loans can only be made at a rate governed by 
the Federal Reserve rate. As in England, there are certain 
seasons in the year when the demand for money regularly 
increases, the ratio of reserves to deposits decreases, and the 
Federal Reserve Banks come automatically into control of the 
market.® The periods of greatest demand are from mid-February 
to early April, from August 1st to October 1st, and the end of 
December. In addition to these, the collection of taxes at the 
end of each quarter produces a temporary withdrawal of funds 
from the market. It was intended that with the abolition of 
the Independent Treasury system, the Federal Reserve Banks 
should hold the Government deposits, and with this arrangement 
in force, these funds would be removed from the market until 
they were returned by the recipients of Government disburse- 
ments. But during the War, Government funds were deposited 
with all qualified national banks, and the total quantity so hold 
is no less now than in 1914.* Under those conditions, funds are 

' Of. Report of the Federal Reserve Boards 1921, pp. 50, 382. Total acceptanco 
liabilities of all member banks : - - 

Sopt. 2, 1915 S 13,000,000 

Juno 20, 1917 158.000,000 

May 4, 1920 674,000,000 

April 28, 1921 504,000,000 

Juno 30. 1921 432,000,000 

Tlie drop botweesn 1920 and 1921 is ascribed by moiiy to the shrinkage in 
trade, not to any disinclination to use acceptances. Cf. Federal Reserve Bulletin, 
1921, pp. 776, 1062. 

* Of. Federal Reserve Bulletin, 1020, p. 370; Moulton, Financial Onjanisatum, 
p. 645. 

* Cf. for this section Kemmerer, Seasonal Variatiofis, National Monetary 
Commission Reports; Moulton, Financial Organisation, ch. xxiii.; Federal 
Reserve BuXUtin, 1921, p. 777 ; Report of the Federal Reserve Board, 1919. 

* The total quantity of Government funds held outside the Federal Reserve 
Banks and their branches amounted in June 1920 to $313,997,973. Of this 
sum $8,608,664 were deposited abroad. 
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returned to the market almost as soon as withdrawn. These 
deposits, it may be remarked, need not be kept within the legal 
ratio to reserves. 

The next most important condition affecting the relation of 
the member banks to the Federal Reserve Banks is the normal 
size of their reserve. If it is habitually larger than the legal 
requirement, they will not tend to re-discount paper much, and 
the rate which they charge in the market will be little affected 
by the Federal Reserve rate. Further, if the ratio of reserve to 
deposits which bankers consider safe is above tlie legal ratio, 
they will tend to resort to the Federal Reserve Banks before tlie 
legal ratio is reached; if, on the other hand, their estimate is 
below this, they will bo willing to expand their loans freely as 
long as that is legally possible. It fr)llows that figures of excess 
reserves held are only really significant in relation to the reserve 
ratio habitually held. Conditions as regards reserves have been 
so abnormal since the I'edcral Reserve system came into opera- 
tion, that little can be said as to the ratio which bankers in 
general consider safe at the present time. It has been estimated 
tliat the ratio of all demand deposits to money before the War 
never exceeded 8*1 per cent,’ and the gtmeral tendency is probably 
rather towards a too liberal than a too conservative estimate of 
the proper size of the credit structure relatively to its fonndatioii. 

Large imports of gold such as occurred in 1010 and have been 
occurring recently will tend to lessen the effectiveness of tlu* 
Reserve rate. Thus the Board supported the removal of the 
embargo on gold exports in 1919 in the hope that the depiction 
of gold reserves would give them some control over the market.- 
Where bank-rate is raised with the object of preventing an export 
of gold, as it used to be in England before the War, this state 
of affairs would not matter much. In America, Vhere the rate 
is mainly needed as a check on the undue expansion of credit 
for speculative purposes, an expansion which is particularly likely 
to occur when gold reserves are increasing, the loosening of the 
connection with the Federal Reserve rate at such a time is likely 
to be especially dangerous. 

The situation as regards reserves may be summed up as 
follows : if the banks know that they may shortly want to 
increase their reserves by re-discounting, they will tend to charge 
their customers a rate higher than the Federal Reserve rate; 

* Spraguo, ** Discount Policy of Poderul Rosorvo Banks,** Iffconomic 

Review, March 1021. 

■ Cf. A. C. Miller, American Economic Review, Juno 1921, p. 182. 
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otherwise, there will be a strong tendency to charge a lower one. 
The real condition of reserves may not be obvious at first sight, 
partly because, as already pointed out, the bankers’ minimum 
may be different from the legal minimum, partly because reserves 
above the legal ratio may not be kept at the Federal Reserve 
Banks, but elsewhere. At present the greater part of the gold 
in the country is in their hands, but there seems no particular 
reason why this should always be so. 

(c) In the next place, the control of the Ftidcral Reserve Banks 
is weakened by the fact that not all the banks in the country are 
in the system. In June 1020 the aggregate resources of all the 
member banks = $32,194,301,000, making 70 per cent, of the 
total banking resources of the country; the remaining 30 per 
cent, held by non-member banks amounted to $13,829,370,000.1 
1’lic existence of hanks outside the system lessens control over 
the discount rate in two ways. In the first place, non-member 
l)anks are not bound by the legal minimum reserve, and can 
therefore expand credit to any extent that they see fit. Secondly, 
bVderal Reserve notes which do not count as legal reserve for 
member banks can be used by non-member banks for reserve 
purposes. The system thus increases their power to extend 
(credit without exercising any corresponding check on them. 

(d) This brings us to a further peculiarity of American banking 
wl'.ich makes the bank rate there less directly effective than it is 
in Europe. Increased loans from the Bank of England, for 
instance, mostly go directly to swell tlic available funds in the 
money-market. Increased re-discounts by the Federal Reserve 
Hanks are generally used to increase reserves on which further 
loans are based. It follows that though re-discounting will 
oblige a member bank to raise the rate at wdiich it makes its own 
loans, this rise will only be proportionate to the rate at which it 
lias itself borrowed and not equal to or above it.‘^ A rise in the 
Federal Reserve rate will have to be very high in order to 
produce a moderate rise in the market-rate, the exact relation 
between the two depending on the amount of fresh loan credit 
which the bank bases on its borrow^ed reserve. The official 
tiieory now appears to be that the Federal Reserve rate will be 
•^0 high that resort will only be had to it in times of pressure.® 
ft has been found in practice, however, that Federal Reserve 
I’t^sources have been used as a basis for profitable operations by 

* llapiM of the Federal Reserve Board, 1920. 

® t.'i. Hml, Journal of Politivul Kcouomy, January 1921. 

“ Report of the Federal Reserve Board, 1919, pp. 2, 07. 
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member banks.^ An Act was passed in April 1920 providing for 
the application of extra high rates at Federal Reserve Banks to 
specially heavy borrowers.* 

(e) In England, the connection, not by itself a very close one, 
between the bank rate and the market rate is made closer by the 
fact that the banks adjust their deposit rates in relation to move- 
ments in the bank rate. This adjustment is purely the result of 
custom. In 1918 a similar link was established between bank- 
deposit rates and the Federal Reserve rates. Competition 
between banks for deposits appeared likely to push up the interest 
allowed on them ; following on a letter from the Governor of the 
Federal Reserve Board in February, pointing out the inconveni- 
ence of a general rise in rates at that time, an agreement was 
made between the clearing-house banks of New York in March 
to fix the maximum rate for deposits in relation to the Now 
York Federal Reserve Banks’ rate on 90-day commercial paper.® 
In July the Chicago banks adopted the same system, and furtlier 
efforts to fix deposit rates were made in August. In 1920, how- 
ever, the Board itself objected to this arrangement as hampering 
it in fixing discount rates, ^ and on January 16, after a meeting of 
bankers held at Washington to discuss the question, the New 
York Clearing House Association fixed a maximum rate for 
deposits of 2^ per cent., and similar action was recommended 
at Chicago.® Any such link is therefore for the present non 
existent. 

There is one connection between the market and Reserve 
Banks which may be expected to become more important as time 
goes on. In England a rise in the bank rate acts mainly through 
its effect on the bill-brokers who are obliged, when money is short, 
to borrow their working capital from the Bank of England, and 
who fix their discount-rates to correspond. * The American 
money-market is less specialised, and the part played by separate 
discounting institutions smaller, but traces of a similar process 

^ Federal Reserve Bulletin, 1918, p. 1100; 1020, p. 668. 

* Cf. Report of tfie Federal Reserve Board, 1920, p. 2. 

* The exact arrangement was an advance of J of 1 per cent, in interest rate 
for every advance of | of 1 per cent, in the Reserve Banka’ rate up to a maximum 
of 3 per cent, in the interest rate. Cf. Federal Reserve Bulletin, 1918, p. 252. 

« Federal Reserve Bulletin, 1020, p. 3: “The Board wishes to be free to 
approve such discount-rates as conditions may make necessary or desirable, but 
it is anxious at the same time to avoid a disturbance of the whole banking 
such as would most likely result from an advance in the interest rates allowed 
on out-of-town balances.” 

* For this paragraph cf. Federal Reserve Bulletin, 1018, pp. 160, 262, 806; 
1020, p. 117. 
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have been observed there. The advance in rates in 1920 had, 
according to the Federal Reserve Bulletin (1920, p. 345), “ an 
unexpected effect ” in shortening loans from commercial paper- 
brokers. As the discount-market develops the role of paper- 
broking is likely to become more important and the effect of their 
operations on the market greater. This would provide a direct 
link between the market rate and the Federal Reserve rate, and 
its sensitiveness to changes in the latter would then be corre- 
spondingly greater. 

On the whole, however, it appears that the direct connection 
is only an uncertain one. As Professor Willis says, “ the rate 
itself has only a minor influence upon current market rates except 
when it is considered as part of a broad general policy.” ^ Its 
failure was demonstrated during the period May 1920-May 1921. 
” It has, of course, been obvious that the high rates which have 
been charged in some quarters have not been due to the policy 
of the Federal Reserve Banks, particularly as such high rates 
have frequently been asked by institutions which were in no way 
dependent on Federal Reserve Banks for accommodation, while, 
on the other hand, not a few which have been largely accom- 
modated have seen fit in some cases to continue their old rates to 
customers, who were thus carried at a charge which was distinctly 
less than that of the Federal Reserve Banks themselves.” * 
Steps will therefore have, as a rule, to be taken to make a rise in 
the Reserve rate effective. 


11 

When the Bank of P]ngland ceased to be the principal dis- 
counter of bills in the London money-market, and special measures 
had to be taken to make its rate effective, it was on operations in 
tlio open market that it chiefly relied. Provision was made for 
enabling the Federal Reserve Banks to reinforce the raising 
of tlieir rates in a similar way, “ It was the intention of the 
Federal Reserve Act,” says Professor Willis, “ to provide a means 
whereby the banks could make their rates effective.” ® Under 
the Act they are empowered to buy and sell gold, United States 
paper, cable transfers, bankers' acceptances, and such commercial 
paper as is eligible for re-discount. Such transactions enable 
them to affect market rates directly, giving them control not only 

^ H. P. WiUis, Magazine of WaU Street, May 2S, 1921, p. 84. 

• Federal Reserve Bulletin, July 1921, p. 775. 

* H. P. Willis, American Banking, p. 326. 
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over member banks, but over non-member banks as well. This 
is indeed sometimes regarded as the chief means by which control 
is to be exerted. “ If this function (of carrying on open-market 
transactions) were not . . . exercised, the making of the discount 
rate effective would be entirely dependent upon the extent to 
which member banks chose to obtain re-discounts from the 
Federal Reserve Banks. With the power on the part of tin; 
Federal Reserve Banks to go into the open market, the control 
of the prevailing interest rate is always in the hands of the Federal 
Reserve Banks if they have a substantial amount of loan funds 
at their disposal/' ^ The extent of their power depends on how 
large a quantity of resources they can employ in such transactions. 
The following tables show tJic resources at different dates of tluj 
Federal Reserve Banks and of all other banks in the United 
States, and the relative resources of Federal Reserve and member 
banks at different centres in April 1921. 

TJiBLhl J. 

Total licBOurccs, 

(In thousands of dollai’s.) 

Federal Reserve liartks. All other Banks. 

$ $ 

624, 0(M) 27,804,000 

2,0o.‘i,000 32,271,000 

.1,872,000 40,726,000 , 

5.288.000 47,615,000 

6.074.000 53,079,000 

TAJiLK II. 

'Total Resources {April, 1921). 



1. Federal Reserve 

2. All mnnbrr banks ; 

Feirrnhnjv, o 


Banks. 

■in the. district. 

1 to 2. 


$ 

$ • 


Boston . 

. . 447,449 

2,078,561 

21-5 

New York 

. . 1,621,855 

8,884,855 

IS 

Chicago . 

. . 8;i5,9U9 

4,292,887 

19 

Dallas 

. . 143.102 

924,979 

15 

San Francisco . 

. . 417,398 

2,357,517 

18 


Their power in this direction is to some extent checked by tlio 
limitation on the kinds of paper they may buy, and on tli(i 
amount of acceptances which any one bank may hold. In this 

^ IT. P. Willis, American Banking, p. 171. Cf. also “ Address by Mr. P. 
Warburg,** printed Federal Reserve BvUetin, 1016, p. 102. “ In order effectively 

to develop their operations, Federal Reserve Bonks cannot depend upon tho 
borrowing requirements of their member bonks alone, ... tho first yoors 
experience has already shown that they must look largely to open market opera- 
tions ... in oixler to secure thuir share of business and influence.** 


June 1016 
„ 1917 

„ 1918 

„ 1019 

„ 1920 
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connection the development of the acceptance business is par- 
ticularly important, since bankers* acceptances are specially 
suitable for their operations.^ 

These open-market transactions enable the Federal Reserve 
Banks to control rates by increasing or lessening their sales and 
purchases as occasion may demand.* By buying less or selling 
their holdings at low prices they will tend to raise market-rates. 
They will be most active in the market at times when money is 
tight and it is desirable to increase loanable funds. But if this 
is to be successful, the banks must be continually carrying on 
business in the buying and selling of paper in normal times,® 
and this is not compatible with the theory referred to on page 67, 
that the Federal Reserve rates should as a rule be higher than 
market rates.^ 

It has been suggested that another i)ossiblc method of control 
lies in the regulation of the note-issue.^ If the amount of . 
fiduciary notes is limited, the demand for other kinds of cash will 
be increased. This will tend to deplete the legal reserves of the 
banks and so force them to increase their re-discounts or to 
limit their loans. In practice raising Reserve rates has been 
accompanied by direct suggestion and o.xhortation on the part of 
the Board and by the adoption of " rationing credit, attempted 
discrimination between essential and non-essential loans and 
special high rates for heavy borrowers.® 

The following chart shows the movement of discount and call 
rates in the New York market, together with the discount rate 
of the New York Federal Reserve Bank from November 1914 
to June 1921. 

The history of the rates is briefly as follows : — During the 
period November 1914 to November 1916 the reserves of the 
banks were very large, and the legal reserve lequircmcnt had just 


* Cf. Wariniry, Federal liencrre Bulletin, 1910, p. 102 ; ‘‘ 'I’hoir most important 
fioltl in this rcspoct is tho banker's accoiitmico.” For tlio tlevelopincnt of tho 
uccoptanco market, cf. tho table given on p. 9(3. 

’’ Warburg, Federal Baterve Bulletin, 1916, p. 102. 

* Cf. Report of the Federal Reserve Board, 1914, p. 18 : “ To influciu’o tho 
market, a Reserve Bank must alway.s be in the market.” 

* Cf. Federal Reserve Bulletin, 1917, p. 76 : “ In view of tho fact that the 
rate for bankers* acceptances recently maintained by the Federal Reserve Banks 
has been somewhat higher than tho open-market rate, tho holdings of acceptances 
by the Federal Reserve Banka have been materially reduced during the past 
M'Cokfi.** 

* A, C. Miller, ** Federal Roservo Poliev,'* American Economic Review, June 
1921. 

* Cf. Federal Reserve Bulletin, 1918, p. 1169; 1920, pp. 118, 406, 658; Rejjort 

of the Federal Reserve Board, 1020; 1921, p. 58. . 
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been lowered; the full legal reserves had not yet been entirely 
transferred to the Federal Reserve Banks ; consequently there was 



0iC4C904G^9IG*10<l 


little re-discounting, market rates were low and the Federal 
Reserve rate had practically no influence. By the end of 1916 
the process of transferring reserves was completed, and the 
immense demand for capital pushed market rates up to the 
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Federal Reserve rate. During the period when the United States 
were in the War, the financial policy pursued was to keep the 
Federal Reserve rate low in order to enable the banks to discount 
Government paper cheaply. This state of affairs continued 
during 1919. In January 1920 and again in June, the Federal 
Reserve rate was raised, but in both cases the rise in market rates 
preceded it.^ It cannot be said that changes in the Federal 
Reserve rate have so far done anything in the way of anticipating 
or hurrying on a change in market rates.® 

A table of the re-discount and open-market operations of the 
Now York Federal Reserve Bank and of all the Federal Reserve 
Banks 1920-21 is appended. 


TABLE IlL 



New York Federal Reaerve 
Bank. 

All Federal Rcaerve Banka. 


Bills dis- 
counted. 

Bills arid 
Treasui-y 
Ci'Ptifieates 
bought. 

Bills re- 
discounted. 

Bills and 
Treasury 
Certificates 
bought. 


(In thousands of dollars.) 

(In thousands of dollars.) 

1920. 





.lamiary . 

3,454,051 

309,283 

7,290,872 

l,04»,08-t 

Febninrv . 

3,798,319 

274,220 

0,517,439 

004,004 

M.;roh .... 

3.755,900 

818,305 

0,970,331 

1,790,740 

1,244,047 

April .... 

3,105,858 

847,754 

0,229,740 

May .... 

3,181,044 

194,884 

0,135,984 

42,990,739 

Juno .... 

3,425,123 

923,338 

0,336,042 

1,461,197 

July .... 

4,044,470 

498,538 

0,714,924 

803,983 

August 

3,091,047 

189,010 

7,982,524 

284,028 

Soptember 

4,412,393 

781,093 

7,298.909 

1,147,295 

October 

4,914,280 

221,943 

7,548,450 

404,759 

November 

5,088,370 

290,005 

7,882,933 

830,970 

December 

0,207,902 

023,723 

9,401,058 

1,176,322 

1921 





January . 
February . 

.5,505,144 

224,738 

8,257,702 

390,440 

.5,031,398 

00.835 

8,120,849 

188,335 

Mareli .... 

4,271,028 

359,007 

7,308,208 

597,742 

April .... 

2,409,900 

98.331 

4,912,052 

171,470 


III 

Apart from the actual machinery provided under the Act, 
there are certain other conditions affecting the situation which 
Way be grouped together here. 

' Of. Report oj the. Federal Reserve Board, 1021, p. 381. 

* Cf. W. P. G. Harding in the Federal Reserve Bulletin for August 1921, 
P. 895 $qq. 

No. 124. — VOL. XXXI. 
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For one thing, bank reserves in America are not so sensitive 
to changes in credit as they were, for instance, in England before 
the War.^ The system of fiduciary note issue is such that an 
expansion of credit is less directly followed by a depletion of 
reserves than here. The disorganised state of international 
trade has, at the present time, the same effect, and in any case, 
unless New York develops a large international short-loan busi- 
ness, the effect on reserves through foreign Exchange channels 
will always be less immediate than in London. Scientific opinion 
in the United States is moving towards the adoption of some other 
criterion than the reserve ratios for regulating credit, such as the 
movement of prices,* but the business public are still actuated by 
a belief in the old test. It follow's that it may be difficult to secure 
support for a general rise in discount rates unless the reserve 
ratio is visibly affected, even though credit conditions may make 
it advisable. In the next place, opposition to a rise in Reserve 
Bank rates may be more strongly roused than in England owing 
to the fact that here it affects first, and most directly, the bill- 
brokers, who are less powerful and organised than the banks. 
In America, where re-discounting by the banks is much more 
frequent, the impact falls directly on them and will bo more 
immediately felt. Further, there is consicloralile suspicion of 
the Federal Reserve Banks as being in some way backed by tluj 
State, and jealousy of their competition might make extensive 
market operations difficult. On the other hand, as the success 
of the sj^stem and the real advantages resulting from it becoino 
more and more recognised, it is acquiring a prestige which will 
give to its advice and to its actions an influence making such 
difficulties as have been considered much less important. 

The problem of securing effective control over market rates 
is more compli(;atcd than it is in England, and 14 is at a different 
stage of development. Here the device of raising the l>ank 
rate worked best when the Bank of England was the largest 
institution in the market, and the other banks were small and not 
very numerous. The difficulty now is that the bank is con- 
fronted by a very few, very powerful banks. In America, on tlio 
other hand, the attempt at central control has to face a very 
large number of banks over an immensely diversified area, some 
large and powerful, others small and inefficient. Organised co- 

* Cf. A. C. Millor, American Economic Review, June 1921, pp* 

Federal Reserve Bulletin, 1919, p. 911. 

* Cf. Spraguo, “ Discount Policy of the Federal Reserve Banks,” Aniertcan 
Economic Review, Hilarch 1921. Also Reod, “ The Work of tha Federal Reserve 
Board,” Journal of Political Economy, Jan. 1021. 
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operation between the central authorities and the other banks, 
which is one solution for the English situation, is, for good or ill, 
much more difficult to secure in the* latter case. As regards 
existing arrangements, the Federal Reserve rate by itself is not 
likely to be effective at all times. The use of operations in the 
open market to enforce it has not yet reached full development, 
but with the growth in the resources of the Federal Reserve 
Banks, and with increased organisation of the discount market, 
these will become more important, and it is on them that chief 
reliance will probably bo placed in the future. 

J. E. Noiiton 


MM 2 



REVIEWS 


Political Economy Club founded in London, 1821. (Centenary 
Volume : Macmillan & Co., Ltd. 21^. net.) 

The history of this famous club, it has been observed, may 
be said to bo the history of Political Economy since 1821, at all 
events in England; and it therefore fully deserves the record 
which Mr. Henry Higgs has compiled with conspicuous success 
as a centenary volume. No fitter historiographer indeed could 
have been chosen by the club, but the materials at his disposal, 
beyond the lists of members and of subjects discussed, were not 
too abundant; the most diligent inquiries instituted many 
years since liavo failed to reveal any account of the discussions 
except those contained in two diaries and a few scattered allusions ; 
nothing beyond formal minutes have ever been kept by tlic 
Secretaries; and it has proved difficult to elicit so much as had 
been hoped in the way of written recollections from tJic older 
members. The two diaries referred to, however, those of Mr. 
J. L. Mallet, an original member, and Mr. Prevost cover pretty 
fully between them twenty or thirty of the earlier years of the 
club’s history; reminiscences of great interest liavo been con- 
tributed by Mr. Stebbing, now tJie doym of the club, and by 
the late Lord Courtney, who had carried on its traditions 
from the days of John ytuart Mill. He was for fifty years a 
frequent attendant at the dinners, cand his fe^ pages of appre- 
ciation of members like Newmarch, Bagehot, Cairncs, (Jliffc- 
Leslie, Jevons, Lord Bramwcll, Lord Addington, Lord Avebury, 
Henry Grenfell, Thring, Farrcr, and Giffen are only less valuable* 
than the i)aper left by the late 8ir John Macdoncll. By mucii 
search in published biographies, Mr. Higgs has disinterred many 
allusions to the club’s activities by members such as J. B. Say, 
Nassau Senior, Lord Overstone, and Sir Charles Dilke; and his 
own introduction and concluding remarks not only tell us all 
there is to be known about the conduct and constitution of the 
club since its foundation, but also give us the impressions of 
a well-qualified observer — tinged by regrets, which some who 
iiave witnessed the really remarkable revival of vitality in the 
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discussions of the club during the last twenty years will hardly 
share, for the “antique air” and more academic and subdued 
discussions (accompanied by early Victorian cooking) of earlier 
days ! 

How little after all remains of tlie variety of talk, argument 
and discussion wJiich has taken place at the 700 dinners of the 
last hundred years— talk and argument which has helped to 
make history by forming the opinions of three or four generations 
of the leading men among publicists and writers on economics, 
statesmen and civil servants, and banking and industrial 
magnates ! But there is wisdom in the rule precluding the 
reporting of speeches wliich would have hampered discussion 
without adding to the sum of knowledge; and enough remains 
to enable the reader to trace the various phases through which 
political economy has passed in the last hundred years. Sir 
.lohn Macdoncll has with this object given us an able and acute 
analysis of the questions jiropoundcd, and divided the life of 
the clul) into three periods, 1821-1840, which he describes variously 
as the ag(^ of principles or dogma or the age of ktiwr.-fuhe, domin- 
ated by James Mill, Ricardo, Maltbus, Tooke and SlcCulloch; 
the second, 1840-1871, a period of transition in which questions 
of the relation of employers to workmen, of capital to labour, of 
strikes, hours of labour, and trades unionism were just beginning 
to assume some prominence, and in which John ^lill, Chadwick, 
Thornton, Lowe, Senior, took a large part in discussion ; and 
the third, from 1871 to our own days. On this last period Sir 
•lolin unfortunately touched but lightly, and it would perhaps 
l>e impossible, however i?itere.sling, to sum up its discriminating 
marks in a few phrases. He hints, however, that the tendency 
to select comparatively small questions and incidents of the 
day” as the basis of discussion is due to timidity, and to loss 
of faith ill principles. The period is undoubtedly marked by 
greater modesty; but no one wJio Inas followed at all closely 
the discussions of the last twent}^ years will be likely to attribute 
to the leading protagonists any absence of conviction in dealing 
with fundamentals, though certain “ principles ” may have 
suffered shipwreck in the controversies of the last century. 
Whether bimetallism, or free trade, or Government finance, or 
some issue involving socialist theory in one of its protean forms 
were in question, there seemed to be plenty of convinced thought 
in the speaking. It is true that, though, as Sir John Macdoncll 
justly notes, the door has always been kept open for 
“ heretics,” and has always welcomed them and given them fair 
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play, the club has not of late or perhaps at any period attracted 
as members men who could be described as advanced or revo- 
lutionary thinkers ; but this very fact seems to show that more 
continuity in its views lias been maintained than Sir John Mac- 
doncJl's description of his third period (which, however, is perliaps 
meant to apply rather to tlic science than to the club) as one of 
socialism without doctrines,’’ or of ‘‘ pacific anarchy,'’ would 
indicate. It is no bad thing that principles and ideas which 
may be unfasliionablc on public plat forms or iii tlu^ House of 
Commons, should still find expression in a club which remains, 
wliat it has been for a hundred years, a “ common meeting 
ground of theorists ajid practical men.” 

BeUN.ARI) MAKLhT 


Prices and Wcjjes in the United Kintjdoni, 1014-1920. By 
ARTiiUit L. Bowlkv, Sc.I). (“ Kcononiic and Social Hislory 
of the World War”). (Oxford: Clarendon LVess, 102!. 
Pp. XX + 228. Price lOv. (id. net. 

Tjje division of Economics ami History of tlie (^arncL’i * 
Endowment for Jntei national Peace has ])lanncd an “ Econoinii* 
and Social History of the World War,” and the present monograph 
by Dr. Bowley is among the first of the series arrangtcl by 
the British editorial board. Its subject is the movenuad of 
prices and rates of wages in the United Kingdom from tlie oiil- 
break of war in 1014 down to about the niiddh? of 1020, flic 
latter date, as it happens, marking the eidinination of (he upward 
movement characteristic of the period. 

The data arc for the most jiart derived from ofFuaal records 
already published, and Dr. Bowley, as we shouUf exfxait, presents 
them with admirabJo .skill. TJie result is a highly valuable 
epitome, critical and appreciative, of the facts about prices and 
wages during the war jieriod, so far as they have been made 
public. 

Prices and wages are, of course, pre-eminently subject to 
treatment by the method of Index Numbers, and Dr. Bowley 
has a good deal of criticism to offer of the validity, under war 
conditions, of the wcll-knowm Index Numbers of prices and tlie 
Cost of Living. He considers that “ the ordinary methods of 
measurement of prices are not valid in times of catastrophic 
change,” and become “ almost meaningless ” (p. xviii) when 
prices are controlled and supplies are short and rationed, because 
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in such circumstances the commodities affected cease to be 
subject to the ordinary laws governing “ value in exchange/’ 
Again, the general condition that the items comprised in an 
Index Number should be of constant or uniform quality and 
character was unfulfilled during the war, for some articles (c. g. 
beet sugar) practically disappeared, and the quality of others 
(g. g, flour) varied. Further, when prices arc violently fluctuating, 
the weights assigned to the various items in an Index Number 
become of much more importance than when price oscillations 
arc (as in normal times) fairly moderate. The larger the number 
of independent items entering into the Index Number, the less 
will be the effect x)roduced by the abnormal influences affecting 
some of the items, but neither the Economist ” nor the “ Statist” 
Index Number has a sufficiently wide basis to withstand the 
shock of w^ar disturbances. The Board of Trade Index Number 
of wholesale prices has escaped some of the difficulties befalling 
the other two numbers, but Dr. Bowdey thinks that it W'as not 
sensitive enough to price changes in 1918 and 1910. All three 
Index Numbers, however, agree very closely down to some date 
in 1918. They then diverge, and the subsequent course of prices 
becomes indefinite. But the divergence arises mainly from 
differences in weighting. 

The critical examination of the basis of the various Index 
Numbers in common use is a useful feature of the book, and it 
is worth noting that, on the wdiole, the Index Numbers do not 
suffer much from it. The only doubt we have is w^hether Dr. 
Bowlcy does not over-rate the effect produced by the price- 
controls during the war. In some eases, prices w’ere fixed high 
enough to exhaust the demand. Higher prices could have been 
obtained, but smaller quantities would have been consumed, 
with resultant disturbance of the ** w'eights.” The prices of all 
goods were not controlled, and there was a great deal of sub- 
stitution of uncontrolled for controlled articles, leading to higher 
prices for the former. So far as the prices of the uncontrolled 
articles entered into the Index Numbers, they would go some 
way towards counteracting the artificially low prices of con- 
trolled articles. It is true there w^ere not many important 
articles the prices of which were not controlled ! But if Index 
Numbers are to be invalidated because prices are not determined 

the free play of supply and demand, wduat becomes of any 
of our Index Numbers in these days of trusts and combinations ? 

The more important results of Dr. Bowley’s study may be briefly 
summarised. The table below' contains figures showing the course 
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of wholesale and retail prices. There was a rapid rise during the 
first three years of the war, but this was checked during the next 
two years, when the control of prices by the Government was in full 
operation. From about the middle of 1919, after the removal of 
many of the controls, prices again increased rapidly. In the second 
quarter of 1920 wholesale prices in general reached their maximum, 
but retail prices continued rising until the last quarter of that 
year, and finally turned at a lower maximum than wholesaht 
prices. Dr. Bowley makes the generalisation that for the three 
years beginning September 1914 there was nearly an uniform rise 
in retail food prices of 1-7 per cent, per month, and in wholesale 
prices a monthly rise of about 2 per cent. In some months there 
were rather wide deviations from these percentages, but on tlu* 
whole the closeness to an uniform rise is rcmiarkabJe. 

Dr. Bowley has many criticisms of the Labour Ministry's 
Cost of Living ” Index Number. In particular, he states that 
too little importance is given to margariiuj, and, in the later 
years of the war, too miudi weight attaches to sugar, butter, 
eggs and cheese. It is also suggested that tlie official figures for 
the cost of clothing considerably exaggerate the actual rise, at 
least down to 1918, This leads Dr. Bowley to construct a 
modified Index Number, which indicates a smaller rise than the 
official number. Both Index Numbers (together with price and 
wage Index Numbers) are given in the following tabh? for 
certain dates. 



The “ Cost of Living ” numbers include food, rent, clothing, 
fuel and light, and sundries. Dr. Bowley does not claim superior 
reliability for his own number, but he suggests that it indicates 
that the official number is too high. A large part (in some cases 
more than half) of the difference between the two numbers arises 
from Dr. Bowley's assumption that the increase in the cost of 
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clothing has been only half that calculated for the official number. 
The latter has, however, just received practical confirmation in 
the recent Labour and Trade Union inquiry into the Cost of 
Living,^ so that we may say that the weight of evidence is against 
Dr. Bowlcy. Perhaps, .as Dr. Bowlcy himself hints, the truth 
lies between the two Index Numbers ! 

As regards wages, there was little change in rales (although 
earnings substantially improved) during the first few months of 
war, but in 1915 a general upward movement began, followed 
later by the grant of war bonuses. Dr. Bowlcy’s Index Number 
for rates of wages for a normal week (given above) is based on a 
miscellaneous collection of data, difficult to handle, and liis own 
conclusion is that ‘‘ so far as a general statement can be made, 
we may say that rates of wages for the same work increased less 
rapidly than the cost of living in the first three years of the war, 
in the fourth year wages gained and their increase over four years 
was nearly that of the modified index (/. e. his own index). In 
1918 19 wages gained rapidly and reached the official cost of 
living measurement, and they kept j)aco with it in the year 
1919-20" (p. lOfi). however, in numerous eases 

increased more rapidly' than })rices from 1914 to the Armistice 
(p. xix). TJie investigations show a tliminution of the margin 
between tlie wages of skilled and unskilled labour, and a levelling 
up of district wages, probably resulting, as Dr. Bowley suggests, 
in a position of economic instability. Dr. Bowley is unable, 
from the data available, to comj)ute tlie effect of the cJianges 
on the aggregate wages-bill of the country, nor can he decide 
whether, on the average, real wages have risen or fallen. 

The following few mistakes and printers' errors may be 
noted. On p. 34 the figure for margarine in the last column 
should be 57*9, and the total of the column 2329*2 ; the Sugar 
(bmmissioii did not raise the price of sugar in August 1914 to 
•‘IJrf. (p. 53), but lowered it to that figure from a higher one 
caused by panic-buying; glucose and saccharin were widely 
used as substitutes for sugar (pp. 58 and 73); in the table on 
P- 73 tlie quantity for sugar in the fourth column should be 
:h05 lb. 

Dr. Bowlcy has done a very valuable piece of work, and 
if the companion volumes of the series arc as well done and 
as informative, the series will be indispensable to all who take 
ail interest in the social and economic history of this country. 

A. D. Weiju 

' Final Report on the Coat of Livhuf, George Allen and Unwin, Lid., 1921. 
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The Fruits of Victory : A Sequd to “ The Great Illusion^ By 

Norman Angell. (London ; W. Collins Sons & Co., Ltd. 

Pp. xviii. + 338.) 

It would be unjust to Mr. Angell, and would only serve to 
foster a misunderstanding from which ho has suffered more than 
enough already, to treat his last work as solely or even primarily 
an essay in economics. Few writers have elucidated more clearly 
the true nature of the connection between economic and spiritual 
things ; nor has he himself ever put the matter better than in 
two pregnant sentences of this book. “ This docs not mean that 
economic considerations should dominate life, but rather the 
contrary —that those considerations will dominate it if the 
economic truth is neglected. A i^eople that starves is a people 
thinking only of mateiial things — food.*’ “ The real economic 
argument against war . . . consists in the fact that war, and 
still more the ideas out of which it arises, produce ultimately 
an unworkable society.” Nevertholess, in Professor Cannan’s 
phrase, there is a more and a less material side of human hap])iness ; 
and it is with ]Mr. Angell’s views on the former that this review 
must be chiefly corujcrned. 

These views are developed for the most part in the first two 
chapters of the book, and in a way which seems to us to exhibit 
a great advance in strength of thought and exposition on Mr. 
Angell’s earlier manner. If the stream is not always as limpid 
as that oi The Great Illusion, it runs deeper and carries a heavier 
freight. Mr. Angell does not shirk the element of competition 
which mars and complicates those general relations of economic 
interdependence between nations w^hich constitute his main 
theme. It is indeed necessary for him to stress this element of 
international competition in order to make goodwills case about 
the difficulty of exacting a huge war indemnity (a point on wiiich 
he indulges in a legitimate crow over his orthodox critics of ten 
years ago) ; and he seems to recognise that having stressed it in 
one connection, he cannot very well ignore it in others. He is 
dj’iven, therefore, to urge that the principle of economic co- 
operation between nations works sometimes in roundabout and 
unexpected fashion — that (to take the most important example) 
the fact that industrial Germany is the economic centre of 
Central Europe and Russia may render the reconstruction of 
German industry a British interest, even though her leading 
manufactures compete directly with our own. He is driven, 
too, to represent his old truipp card, the complexity of the 
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structure of international credit, less as the crowning symbol 
of a world perfectly dillcrcntiated and adapted for economic co- 
operation than as a last desperate device for making the best of 
a bad job and keeping the Malthusian devil at bay. 

Further, Mr. Angell finds himself compelled to recognise the 
increased importance of th(5 State as an economic entity. A 
political frontier, whatever we may wish it to be, is no longer in 
fact an economic irrelevance running innocuously athwart the 
lines of individual trade. The modern Slate can and clocks aim 
directly at promoting the material wc ifaie of its cilizens and 
damaging that of foreigners by reserving to its citizens the right 
of access to raw materials and to markets and in similar ways. 
There is no doubt that the State So(*ialism of wixv and of repara- 
tion machinery Jiavc wrought a vast cliangc in this respect : 
yet perhaps Mr. Angell ovei-states tlic ease w hen lie says that “ the 
Allies have transformed what were, before the war, dangerous 
fallacies into monstrous triitlis.” It seems likely that history 
will regard the war and the peace, on their economic side, lathcr 
as the climax of forty years of growing stress and clash of interests 
than as a cataclysmic reversal of a harmonious progress towards 
the oblileralion of e(fonomic frontiers. And it is even iiossible 
that the pre-war prophets of economic nationalism, whether they 
counselled w'cll or ill, at least read more correctly the signs of 
the times than those who sai\g over again tlic soothing songs of 
the golden ’sixties in a changed and overpeopled world. 

TJiose wdio arc conscious of laying a different emphasis from 
i\rr. Angell on these matters will perliaps feel that ho lias imparted 
an unreal simplicity to the choice which faces the modern states- 
men. What measures in the way of preference or subsidy, of 
protection of the interests of nationals abroad, above all of 
immigration hiAVS, are jiistiliahle, and what must he ruled out 
as foolish and provocative? Must wo do nothing that might 
injure others — not even control coloured immigration into un- 
developed territory ? Yet such doubts and differences need not 
prevent us from endorsing Mr. Angell’s main conclusion. The 
more real is the disharmony of interests between the members 
of different communities and tlie more prominent becomes the 
State in the role of trader and debt-collector, the darker, he 
reminds us, becomes the prospect before the human race unless 
the nations can learn to fix their attention also on the other side 
of the shield — on the avenue of escape wliicli conscious and 
systematic co-operation offers from intolerable poverty and 
incessant conflict, and on the certainty that prolonged or recur- 



504 


THE ECONOMIC JOURNAL 


[dec. 


rent war will destroy the material basis of civilisation. If the 
surrender of the weapons of economic nationalism involves risk, 
so does their brandishmcnt. When all is said and all qualifica- 
tions made, we come back finally to Mr. Angell’s main thesis — 
that the real economic case against war and the policies that make 
for war is that they produce ultimately a society which will not 
work. 

The rest of the book is in the main a telling indictment of 
war psychology, illustrated with an astonishing galaxy of 
relevant quotations, among which Sir Arthur Conan Doyle’s 
prose hymn of hate, and the ecstatic Times leader of 1870 on 
the annexation of Alsace-Lorraine, seem particularly worthy of 
preservation. Mr. Angell makes elToctive use, so far as an 
ignoramus (;an judge, of the technical apparatus of modern 
psychology. Perhaps ho is a little hard on the war-working 
duchesses (p. IGl) : some part of the heightened social sense 
which he attributes entirely to the instinct of hate might surely 
be attributed to tlie instinct «)f self-preservation — whieli is not 
quite the same thing. Por]ja})s, too, alongside the familiar 
tendency to rationalise our emotions he might have mentioned 
the somewhat worthier tendency to emotionalise our reasons - 
to stimulate our will-power by a])propriate emotions to the 
difficult task of executing decisions arrived at originally on rational 
grounds. 

As against the disappointed idealist, who believed that a. 
just war ” might be waged blamelessly and give rise to a just 
peace, Mr. Angell seems to hold that the tiling was not psycho- 
logically possible. “ The most righteous war can only be kept 
going by falsehood. The end of that falsehood is that our mind 
collapses.” “ Our machinery [of propaganda] developed a 
psychology which made our liigher political aims (fuitc impossible 
of realisation.” If this be so, the problem of personal and 
political conduct retui’iis insistent and unsolved. Granted, as 
Mr. Angell seems to grant, that war may sometimes be rightly 
chosen as the lesser evil, where should be the limit of our 
acquiescence ? At the collective murder of civilians ? Or at 
collective lying, alias propaganda? Or at collective food-pro- 
duction for collective murderers and liars ? One lays down Mr. 
Angell’s work with the feeling that one would not know much 
better how to behave in the event of another war than in the 
last ; but with tJie feeling, too, that he has written a thoughtful 
and fearless and moving book, a sincere and eloquent contribution 
to straight thinking and right feeling, which deserves many and 
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attentive readers, since from the unspeakable menace that 
overhangs mankind “ there is no refuge but in truth.’* 

•T). H. Robertson 


Our Social Heritage, By Graham Wallas. (London : George 

Allen & Unwin, Ltd., 1921. Pp. 292. Price 2 . 5 . U,) 

This valuable essay in reconstruction deals “ witli the ideas, 
habits, and institutions dinKitly concerned in tlie political, 
economic, and social organisation ” of modern communities. 
These are our social heritage, and the vital problem of to-day is 
how we can maintain and imxirove our inheritance. 

Mr. Graham Wallas gives us his first definite conclusion in 
the fourth chapter, when he states “ that no social organisation 
can be stable w’hich is not sux^porlcd by a larger measure of general 
consent than is now found in any great modern industrial com- 
munity.” And such consent could only be attained by a “ much 
nearer approximation to economic and social equality than now 
exists in any industrial nation.” Many expedients have been 
proposed to bring us nearer to such an equality, and Mr. Graham 
Wallas is of the opinion that with ‘‘ a certain amount of patience 
and goodwill ” we ought to bo able to utilise these expedients, 
or invent others, which w'ould enable us to secure our end without 
too much loss of national wealth. The only expedient wiiich 
he examines, however, i. e. Guild Socialism, or any similar form 
of Vocational Society, he rejects after a searcliing analysis of its 
guiding principles and its inevitable tendencies. 

The organisation of j)crsons employed in a common occupation 
is not only inevitable, but in many ways socially valuable. It 
adds to the dignity and happiness of the individual, and makes 
for more competent performance of his duties. The difficulties 
begin wlien the organised worker — whether professional man or 
manual labourer— claims not onl}^ to influence his conditions, 
but to dictate them. When the workers begin to arrogate to 
themselves the exclusive right of demarcation of their functions, 
of fixing the terms of entry to and ex 2 )ulsion from their ranks, 
and the price at which their services shall be rendered to the 
community, we risk not only stagnation, but definite retrogression. 
The danger is increased when the vocational bodies as a wdiolc 
make it their policy to support eacli other’s claims. 

In a very interesting chapter on “ Professionalism,” Mr. 
Graham Wallas examines the results, actual and potential, of 
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self-government in the Law, Medicine and Teaching. He selects 
the professions rather than the Trade Unions, because the 
aggressive attitude of the latter towards the capitalistic organisa- 
tion of industry, and their avowed intention of undermining the 
existing system, are apt to confuse the question at issue. He 
finds, however, in the professions a sufficiently valuable object 
lesson. The elements common to all vocationalism are a universal 
shrinking from change of habit, a contemptuous intolerance of 
all ideas initiated by outsiders, and a glorification of the average, 
based on the conception of identity of work and reward. The 
most glaring example of conservatism, and of persistent obstruction 
of whatever might make for progress and increased service to the 
community, is afforded by the legal profession. The professional 
spirit of doctors is better than that of lawyers, for while law remains 
practically stationary, the science of medicine is transformed 
every decade. Nevertheless, we find among medical practitioners 
the same shrinking from the effort of rchabiiuation, the same 
distrust of outside influences, and a very similar attitude towards 
the question of internal reform. In the teaching profession 
organisation is a later growth, and the benefits derived from it 
naturally bulk large in the eyes of the newly organised. But th(‘ 
dangers of “ the complete control ” now claimed by the Nationid 
Union of Teachers, would be even greater than in the Law or 
Medicine. We must be for ever on the watch to find gaps in our 
educational system, for ever on the alert for new discoveries and 
new methods, if our social heritage is to be improved. But 
teachers are as hostile to change as any other body of workcas, 
and Mr. Graham Wallah is convinced that if change can only take 
place on the initiative of the majority of a body of professional 
teachers, it will not take place at all. Moreover the knowledge 
which the teacher hands down, is in the main the creation of others. 
The funds by means of which the profession carries on arc suppliijd 
by taxation or endowments. The claim to comjilcte control b}' 
members of the ijrofession is therefore unjustifiable. It is essential 
in all vocations which have acquired social power, that tlie Ktatc 
should keep control of the internal vocational organisation, and 
in particular of the franchise regulations under which elections 
and referenda within the vocation take place. But this is precisely 
what the Guild Socialist, who, according to Mr. Graham Wallas, 
never allows sufficient weight to the historical fact of the failure 
of the medieval guild organisation, would be the last to concede. 

While we have not yet evolved a satisfactory basis for our 
national life, we have not oven made a beginning with inter- 
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national questions. Yet world co-operation is inevitable, if 
we would continue to exist in our present numbers. At the time 
of writing Mr. Graham Wallas was inclined to believe that the 
League of Nations would not long survive. If, however, it 
continues to exist, he thinks that “ it may help in the invention 
of expedients and habits which will be useful if ever mankind 
come to desire a more effective organ of world co-operation.” 

There is a note of hope in the view that what the human mind 
has contrived, the human mind can alter. The statement is made 
with regard to that “ almost insoluble problem of democracy 
— the Press. But it indicates in a sentence the main lesson 
wliich this volume is intended to convey. By close, intelligent 
study of all conditions, including the psychological study of the 
character and impulses of men, by the application of reason and 
goodwill, and, above all, by means of serious intellectual effort, 
we may yet save civilisation, and hand on our social heritage. But 
the effort must be made, and no existing institution, neither the 
professions nor the politicians nor the scientists nor the Churclies, 
has yet shown us how to make it. 

H. Reynard 


A Treatise on Probability. By J. M. Keynes. (Macmillan. 

Pp. 466. Price 185. net.) 

“ The terms certain and j)robable denote the various degrees 
of rational belief aboiit a proposition which different amounts of 
knowledge authorise us to entertain ” (p. 3). Thus, probability 
is an objective relation between one proposition or set of pro- 
positions and another set, and any statement tliat sometJiing is 
probable in a general way without reference to the evidence is 
elliptical. New evidence cannot alter any probability relation; 
it provides the basis for a different probability ridation between 
the conclusion and the different data. Moreover, the fact that 
a conclusion “ turns out to be ivrong ” is no evidence that, on 
the data available when it w^as formed, our judgment of prob- 
ability was mistaken. This is the broad foundation upon which 
Mr. Keynes’ very interesting and important w-ork is built. Upon 
it one eriticism, which does not affect the value of the super- 
structure, may be suggested. In identifying probability Avith 
the degree of belief which it is rational for us to entertain, the 
author is faced by a difficulty. Dilferent people’s logical powers 
are different, and it seems paradoxical to speak of its being 
rational for me to perceive something, which, from the constitu- 
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tion of my mind, it is impossible for me to perceive (p. 32). 
Would it not be better to say that there is a probability relation 
between proposition a and proposition A, whether or not my 
mind, or anybody else’s, is such that it is rational for us to sec 
it; and that though, of course, wo can only know that tho 
relation is there when we do see it, yet the fact of its being 
there and the fact of its being rational for us to sec it are not 
one thing, but two ? 

It has been widely held, at least implicitly, that all prob- 
ability relations are numerical, different relations containing, as 
it were, different numbers of units of probability. If this were 
so it would, of course, always be possible, as between any two 
known probabilities, to say, not merely that one is greater than 
the other, but also that it is so many times greater. Mr. Keynes 
argues with great force that many probabilities arc not numerical 
at all. Two points are distinguished hero. First, some prob- 
abilities can be placed in an order of magnitude without its 
being possible to measure the difference between them. On 
evidence A, a may be more probable than 6, just as one sliade 
of colour may be more like than another to a given shade, 
though it is not twice, or any other number of times, as like. 
The confusion of thought that is here uneartlied is a very common 
one : for many people suppose that if one tiling is prior in order 
of magnitude to another, the difference between them must be 
numerically measurable. I have seen it stated, for cxanipic, 
that a certain passage in the Alps is “ 25 per cent, more diihcult 
than the Mummery crack on the Grcpoii ” - -a statement which 
reflection shows can have no meaning at all. Mr. Keynes’ second 
point is subtler. It is tliat, though certain probabilities can bo 
arranged in an order of magnitude, so tJiat we may say “ this 
probability is greater than that,” others cannot. The xirobability 
of a on evidence h is always greater than, eqial to or less than, 
the probability of a on evidence and the same thing is true 
as between the jiroliability of a on evidence h and tho iirobability 
of ah on evidence h\ but there need not be any such relation 
between the probability of a on evidence h and that of h on 
evidence h, Mr. Keynes illustrates his view on this point by 
means of an ingenious diagram (p. 39). 

To ascertain the nature and the degree of the probability 
relation between any proposition or set of propositions and 
another set we must depend either on seeing it as a whole or 
on seeing separate parts of it and combining what is seen in 
accordance with logical rules. Thus, just as in mathematics, 
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analysis may make the task of intuition easier, but no analysis 
can dispense with it : and, just as in mathematics again, where 
a genius may safely jump the steps to a recondite conclusion, 
an ordinary man docs best to take them one by one. An excel- 
lent example of this is furnished by the history of “ the principle 
of non-sufficient reason,” or, as Mr. Keynes prefers to call it, 
the “ principle of indifference.” When, at first glance, we seem 
to have no preponderant reason cither for affirming some pro- 
position or for denying it, in what conditions are we justified 
in asserting that, on the evidence available, the probability of 
the proposition is one-half ? Is it equally likely, prior to any 
study of the details, that a coin tossed in the air will or will not 
fall heads ; that the world is or is not the product of “ design ” ; 
that the elasticity of the demand for a commodity about which 
we know nothing is or is not greater than unity : and so on ? 
Mr. Keynes exhibits numerous paradoxes to which an uncritical 
use of the principle of indilTercnce has led important writers and 
brings into light certain classes of relevant considerations tliat 
are in danger of being overlooked. 

After having, in Part I of his book, elucidated the general 
notion of probability and the ultimate dependence of judgments 
of probability and of the relevance of evidence ui)on perception, 
Mr. Keynes proceeds in Part II to construct a symbolic logic of 
probable inference, by w'hich the uiiwaiy may guard themselves 
against fallacy in attacking complicated problems where a number 
of elementary intuitions have to bo combined. The most im- 
portant part of this development is concerned with “ independ- 
ence for knowledge.” Writing ajh for the probability of a on 
evidence h and aft /A for the probability of botli a and ft on 
evidence A, we have aft /A = a/A x ft/aA. This is equal to 
ajh X b/h if, and only if, the truth of a is irrelevant to the 
probability ft. This requirement is riot equivalent to the require- 
ment that there shall be no direct causal connection between 
a and 6. Thus, though the occurrence of a head at the first 
toss of a penny can, in no sense, be a cause of the occurrence of a 
head at the second toss, nevertheless, by modifying the evidence, 
it makes the probability of a head at the second toss different 
from the probability of a head at the first toss. “For the pur- 
poses of probability two facta are only independent if the exist- 
ence of one is no indication of anything which might be a part 
cause of the other ” (p. 165). This consideration, as Mr. Keynes 
shows, narrows very stringently the range over which Bemouilli’s 
theorems may be legitimacy applied. It forbids us, for example. 
No. 124. — ^VOL. XXXI. nn 
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to argue, except under very special conditions, that, if on evidence 
It the probability of a given event occurring once is p, the 
probability of its occurring n times is 

The most important types of argument dealing with prob- 
ability are those which are based on the methods of induction 
and analogy. “ In an inductive argument [in the wider sense 
which includes analogy] we start with a number of instances 
similar in some respects A B, dissimilar in others C. We pick 
out one or more respects A in which the instances are similar, 
we argue that some of the other respects B in which they arc 
also similar are likely [either always, as in universal induction, 
01 * generally, as in inductive correlation,] to be associated with 
the characteristics A in other unnamed cases. The more com- 
prehensive the essential characteristics A, the greater the variety 
amongst the non-essential characteristics C, and the less com- 
prehensive the characteristics B which we seek to associate 
with A, the stronger is the likelihood or probability of the 
generalisation we seek to establish ” (pp. 219-20). A mere 
addition to the number of instances in which A tand B have 
gone together strengthens the argument, because, though there 
is no certainty that any of the new instances of association are 
linked with new circumstances, there is a chance, which is greater 
the greater the number of the new instances, that some of 
them are. 

This sort of reasoning is embodied in an enormous number 
of actual scientific arguments. It must also be embodied, Mr. 
Keynes contends, in valid inferences from statistical correlations. 
Ultimately the step from observed to unobserved correlations 
between series is the same as that from observed to unobserved 
individual conneetions. “ If B has invariably accompanied A 
in a hundred cases, we have all kinds of difficulties about the 
exact character of our evidence before we can found on this 
experience a valid generalisation. If B has accompanied A, not 
invariably, but only 60 times in the 100 cases, clearly we have 
just the same kind of difficulties to face, and more too, before 
we can announce a valid correlation ” (p. 390). These difficulties 
can be partly overcome, on the lines of normal inductive pro- 
cesses, by “ breaking up the statistical series, according to appro- 
priate principles, into a number of sub-series, with a view to 
analysing and measuring, not merely the frequency of the given 
character over the aggregate series, but the stability of its 
frequency amongst the sub-series; that is to say, the series as 
a whole is divided up by some principle of classification into a 
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set of sub-series, and the fluctmtion of the statistical frequency 
under examination between the various sub-series is then 
examined ” (p. 392). Mr. Keynes develops this method in a 
very interesting way upon lines laid down by Lexis. 

There remains the fundamental problem. It will be readily 
agreed that, as we come to know more and more respects in which 
B resembles A, whether B and A be individuals or series, the more 
probable it becomes, relatively to our knowledge, that B also 
resembles A in some, or all, other unexamined respects ; and, in 
like manner, as we conic to know more and more instances in 
which quality h is associated with quality a, the more probable 
it becomes that the two qualities are associated in some, or all, 
unexamined instances. But, in order that the reliance we do 
in fact place on arguments from induction and analogy may be 
justified, we require more than this. The probability of oiii 
inferences must not merely grow as favourable instances grow ; 
these inferences, if they do not approximate to “ practical cer- 
tainty,” must become at least substantially more likely than 
not. Mr. Keynes shows that this can only happen if, apart from 
the instances, there is some appreciable initial probability in 
favour of the inference which they tend to support. Sometimes 
we can see no such initial jirobability. VVe can see no initial 
probability, for example, that the name William is associated 
with blindness at 40 ; and, consequently, no amount of a jyosteriori 
evidence could create an appreciable final probability that un- 
examined Williams will meet with this misfortune more often 
than unexamined Johns. Per contra we can see an initial 
probability that men blind at 40 will also be blind at 41 : and, 
in this case, a posteriori evidence will soon carry the final prob- 
ability near to certainty. To justify the methods of induction 
and analogy as employed in the general body of science, we 
seem to require some finite probability (however small), obtained 
otherwise than by these methods, that, if A and B resemble 
one another in one respect X, they will also resemble one another 
in another respect Y, and that, if two qualities a and b are found 
together in one instance they will also be found together in the 
next. Mr. Keynes shows, in an original chapter, that the required 
probability would follow if we suppose the physical universe to 
constitute a system of which the independent variety, in a sense 
that he carefully explains, is finite. This supposition lie calls 
the inductive hypothesis. It stands, ho Avrites, ” in a peculiar 
position, in that it seems to be neither a self-evident logical 
axiom nor an object of direct acquaintance; and yet it is just 

NN 2 
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as difficult, as though the inductive hypothesis were either of 
those, to remove from the organon of thought the inductive 
method, which can only be based on it or on something like it ” 
(p. 364). 

These ultimate speculations, going, as they do, to the root 
of the theory of knowledge, are not suitable for discussion in 
the pages of this Journal. It is not, however, merely the fact 
that Mr. Keynes is a distinguished economist that warrants a 
review of his work here. For, though the philosophy of prob- 
ability lies outside their field, students of economics have, per- 
force, to make frequent use of probable inference. This is so 
even in pure theory, when we lay it down, for example, that 
curves of demand and supply are likely to bo continuous ; when 
we assume, as we must do in certain problems of taxation, some 
definite relation between the elasticity of demand at a point, 
taken as known, and the elasticity at neighbouring points; or 
when we recognise, with Professor Edgworth, that certain pro- 
blems of monopoly have a less secure solution than others, 
because, to treat them successfully, it is necessary to know the 
sign, not merely of the first, but also of the second, differential 
of the price-quantity function. In practical work, wlien we 
are endeavouring to disentangle causes and to foresee effects, 
particularly if statistical correlations form a part of our material, 
we are grappling even more directly with particular instances 
of the class of problems of which Mr. Keynes is seeking a general 
view. A study of that general view may be of high value in 
our narrower researches. For the j^roblems which Mr. Keynes 
has touched ho has not only illuminated with a marvellous 
lucidity of style, but has also substantially advanced. Econo- 
mists will recognise with pride what one of their number has 
accomplished in another field, and will look forward with added 
zest to his next essay in their own. 

A. C. PiGOU 


The Taxation of Excess Profits in Oreat Britain ; A study of the 
British Excess Profits Duty in relation to the problem of 
Excess Profits Taxation in the United States. A Report 
prepared for the Committee on War Finance of the American 
Economic Association by Robert Murray Haig, Ph.D., 
assisted by George E. Holmes of the New York Bar. 

In the spring of 1919 Dr. Haig was delegated by the War 
Finance Committee of the American Economic Association to 
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conduct an investigation into the Excess Profits Duty in this 
country, and to inquire particularly, first, into the way in which 
certain problems which had caused difficulty and dissatisfaction 
in America had been dealt with in British law and practice; 
secondly, into any points in which our administrative schemes 
might suggest improvements in their own ; and thirdly, into the 
views of economists, officials and business men upon the economic 
effects of the special profits tax and its suitability for a permanent 
place in the revenue scheme. In the report which resulted from 
this investigation we have mainly an account of those aspects 
of our system which were likely to be of value to American students 
and financiers ; but, at the same time. Dr. Haig has dealt with 
many matters of permanent and general interest. He had 
unrivalled opportunities for obtaining first-hand information, and 
the list of people with whom ho came into contact is an imposing 
one. It is not surprising that a number of points are touched 
upon in his work, particularly in regard to inner political or his- 
torical facts, which cannot be found elsewhere. Upon the tech- 
nical parallel drawn between the two systems it will suffice to 
say here that the work is exceedingly well done, the most 
difficult problems being handled with proportion and accuracy. 
Upon the second matter, relating to administrative efficiency, 
ho has virtually nothing but the highest praise for us. He is 
impressed by the high degree of authority and responsibility 
given to our local officers, and the measure of trust that exists 
between them and the public. There could scarcely be a greater 
contrast than that afforded by the attitude of the British adminis- 
tration and that of the ordinary local Collector of Internal Revenue 
in the United States, and much of the dissatisfaction with direct 
taxation, which unquestionably exists in America, is traceable 
to strict, petty stickling over minor inconsequential details. 
T)r. Haig realises that such wide decentralisation of delicate and 
involved duties w’as only made possible by a long-established and 
highly developed Civil Service, and that therefore the United 
States has no prospect of immediately following suit. 

For readers of this Journal the section dealing with fiscal 
and economic consequences will probably be the most interesting. 
Dr. Haig spared no pains to compare the actual impressions of 
officials and business men with the results of general abstract 
reasoning. It is agreed that in some instances the liability to 
duty was taken into account when arriving at prices under 
Government contracts, so that the Government had to pay 
more for its supplies than it would have done if there had been no 



514 


THE ECONOMIC JOUBNAL 


[dec. 


duty, but after 1917 a closer control of conditions reduced this 
element to unimportance. The extent to which the Government 
were made “ to pay their own taxes ” cannot be even approxi- 
mately estimated, but with such urgent demand, with an unlimited 
vote of (jredit, and with all suppliers engaged in full production, 
it must have been appreciable. As might be expected, the most 
diverse views were expressed as to the effect of the duty upon 
general prices ; some merchants thought it had no effect in raising 
them, while others thought it all-important. The economist’s 
view tliat such a tax could not operate to increase competitive 
prices, and must also come out of all monopoly profits, found 
little support in the daily press, which blamed. the duty very 
largely for prevailing high prices. Dr. Haig is probably near 
the truth when he surmises that the existence of the duty led 
to a speedier approach to a potentially higher price — one 
suspects the tax has been seized upon as an excuse for monopoly 
prices which would be just as high in the absence of tlie duty.” 

Dr. Haig refers to one manufacturer who told him that when 
his concern found itself, after a number of lean years, in possession 
of a large stock, and confronted by a demand so immense that it 
was in a jjosition to ask almost any price, the fact that the duty 
had to be paid influenced the directors to charge a higher price 
than they otherwise would have asked, and ho comments : “ such 
tender-hearted tyros at profiteering, who depend on the tax to 
give them moral courage to charge what they can get for their 
goods in the market, are probably rare economic phenomena and, 
moreover, unless they happen to be selling directly to the con- 
sumer, anything they refrain from adding to their price is probably 
added to it by the next man in the marketing chain, so that the 
ultimate retail price is no lower.” 

Although agreeing with accepted views as to the incidence of 
a tax on a margin. Dr. Haig thinks that there may be long-period 
indirect effects in the direction of increased prices from a business 
tax of this kind. Such effects would arise from “ laxity in manage- 
ment and extravagance.” He might, with advantage, have 
been more expansive on the connection or distinction between 
what may be called the static incidence of the tax with a given 
flow of commodities and given state of production, and the 
ultimate effects set up by reactions through the interior mechanism 
of the tax. In substance, it amounted to a partnership between 
the Government and the taxpayer for a limited period, where 
the taxpayer, at small expense to himself, could call the tune witii 
regard to expenditure of two kinds. First we have that expend!- 
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ture which would react on the business in future years, and give 
the taxpayer the undiminished benefit later on, such as large 
outlay on advertising and thorough overhauling of buildings 
with renewals and repairs. It is true there were physical limita- 
tions here, but it was worth the taxpayer's while to get the work 
done even at a much higher price, since only some 20 per cent, 
of it fell upon himself. If it had all fallen to be borne by himself it 
might have been postponed indefinitely, and therefore, to some 
extent, tlie duty forced production into channels that might 
suitably have been delayed till after the war, and in pro tanto 
starving the supply of essential objects, increased their price. 
Excessive expenditure upon advertising, though building up 
a future goodwill for the particular business, may not have had 
any beneficial effects on industry as a whole, either then or now, 
except so far as such advertising was strictly truthful, and brought 
to the front the goods most worthy of recognition by the public. 
To some extent it forced production into least advantageous 
channels at critical times, but it may have enabled essential 
news services to continue which would otherwise have gone under, 
so that it possibly indirectly cheapened other products. The 
second class of expenditure includes extravagance or persistence 
in wasteful and careless methods : unless, however, these methods 
also obtained amongst “ non-E.P.D.” payers producing “ at the 
margin,” they would not appear to have influenced price, but only 
to have depleted a certain range of individual profits. In so far 
as the more prosperous concerns are pioneers in improvements 
which get generally adopted, and in so far as they “ set the pace,” 
the negative action of E.P.D. in discouraging such concerns 
from seeking the best methods W'ould also have retarded the general 
lowering of costs, including those of the marginal concerns, and 
so have maintained prices unnecessarily. The deflection of a 
part of economic profit away from the profit-maker and the 
Government to the w^age-earners of a particular business, doubt- 
less also has set a pace for that industry as a whole, and therefore, 
for all industries indircctl3% and increased costs at the margin 
to some extent. The purchasing power of the Government 
and the profit-maker was reduced, and that of the wage-earner 
increased by a like sum, but as the Government had to secure 
the goods, anything it failed to get 1)3^ taxation and direct loans 
had to be obtained by inflation, which therefore raised prices, 
except to the extent that the wage-earner put the extra receipts 
in question into War Loan, and refrained from spending them. 

It must be remembered that the economic importance of 
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“ non-E.P.D.” concerns in their effect upon the incidence of the 
tax, gradually got less as general inflation brought more and more 
of them — even with restricted trade — ^above their fixed pre-war 
standards of profit. There is doubtless much truth in Dr. Haig’s 
summary of the effects of “ discouragement ” : “ The British 
business men allege that their duty tends to sanctify the traditional 
profits of well-established concerns, rendering them immune 
from competition, and that it tends to discriminate against young 
and growing businesses. They claim that it places a penalty on 
aggressiveness and ability and a bounty on conservatism.” But, 
as ho rightly points out, it does not lie with those who must use 
the “ repression ” argument to urge so vehemently that any tax 
that is paid is passed on to the consumer in higher prices than 
would otherwise have existed. 

The economic effects on prices in the long run, of such inter- 
ference with the normal course as the conserving of wasting 
assets, such as minerals, or the postponement of rubber tapping 
until the E.P.D. should have passed away, and the results of 
depleting funds that would have been available for expansion 
and development, it is too early even yet to appraise ; and there- 
fore Dr. Haig’s reasoned opinions of 1920 may have to be materi- 
ally supplemented before a complete picture can be drawn. 
Meanwhile, the extension of the duty virtually to August 1921, 
with the great liabilities it is throwing upon the Exchequer, 
seems likely to turn this scheme of taxation in many instances into 
the most complicated arrangement ever devised for borrowing 
money for five years without paying interest on it. 

J. C. »Stamp 


The English Capital Market, By F. Lavington. (London ; 

Methuen & Co. 1921. Pp, 297. Price 18.s'.) 

This careful exposition of the relation of the Money Market 
to the industrial system will undoubtedly appeal to students 
of economic theory. The writer has been well disciplined in a 
rigorous school of analytic subtlety. But to tJio average City 
man, a book on the “ English Capital Market,” which barely 
recognises the changes of the p&nt six years, but deals with the 
Quantity Theory (developing Dr. Marshall’s evidence before 
the Royal Commission of 1888) ; which pays hardly any attention 
to the position of London as a centre of international finance, 
but discusses Uncertainty Bearing and Insecurity in the style 
of Professor Pigou — such a book cannot fail to seem rather 
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academic. Yet the broker and the jobber, if they could manage 
to read it, would no doubt be delighted, perhaps surprised, 
to learn that the payment they exact from society is, after all, 
not out of proportion to the services they render : that, in fact, 
they do make a net contribution to economic welfare. 

Mr. Lavington’s purpose is to bring out the significance of 
the Money Market as a coherent part of the organisation of 
production, and to considei* the payment it obtains for its services. 
He regards as part of the Money Market not only the work of 
the banks, bill brokers, etc., but also the system of Trade 
Credit, the work of Building Societies, and even of the solicitor 
who arranges for the loan of capital on mortgage. 

To those who seek an alternative to the present constitution 
of society, the purpose of this book might seem rather limited. 
They might admit tliat the Banks supply the means of effecting 
payments in the form of a cheque currency of unrivalled efficiency ; 
that the Banks and the Issue Houses collect capital from points 
of plenty and carry it to points of scarcity ; that the system of 
Trade Credit lowers the supply price of capital to many business 
men who would, in its absence, find it difficult to obtain supplies 
elsewhere; tliat the market for now securities formulates the 
social need for capital into an effective market demand; that 
(like the Banks) by adding together innumerable short lengths 
and small quantities of capital, it supplies business ability with 
the resources which make it effective; that the market for old 
securities, by its facilities for rapid exchange of securities, enables 
the burden of Waiting and Risk bearing to be continuously 
shifted from one capitalist to another, as his particular circum- 
stances demand; that the increase of saving and investment 
effected by these agencies reacts on the supply of capital, lowering 
its costs of production, and consequently its supply price ; that, 
on the whole, comiietition adequately protects the investor or 
consumer from all but his own ignorance or inclination. All 
this they might admit, but they ^YOuld feel that Mr. Lavington 
is merely justifying the product of a system which itself requires 
justification. 

It must not be imagined, however, that there is anything 
of special pleading in Mr. Lavington’s work. The inquiry 
is conducted throughout in a severely scientific spirit. Mr. 
Lavington is fully aware that the “ invisible hand is not 
always able to guide the activities of the Money Market 
to the social advantage. The social effects of the negotiable 
security are not wholly desirable. In the work of the market 
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for new securities there is too little harmony between private 
and social interest. In the flotation of undertakings on the 
public market there is need for some intermediate marketing 
organisation to be responsible for these issues. Mr. Lavington 
has a chapter on various devices for protecting the public from 
the wiles of the company promoter. It is interesting to learn 
that the company law of tliis country is (to quote Professor 
Foxwell) ‘‘ less exacting in its safeguards than that of any other 
great business community except, perhaps, the state of New 
Jersey.” 

With regard to the distribution of capital, modern banking 
developments would seem to produce a certain degree of rigidity. 
Certain classes, very capable of using capital well, tend to be 
excluded from its use. 

The active regulation of variations in the purchasing power 
of sterling is of the highest social importance. Yet against 
temporary causes tending to disturb its home value, the market 
fails to react effectively. There is the difficulty of measuring, 
at any rate in practice, the true social need for currency. There 
is the almost uncontrolled influence of Trade credit. Thei’e is 
the absence of common action on the part of the Joint Stock 
Banks to control the supply of money. 

It is interesting to note that the market for new securities 
plays a smaller part than would be generally supposed in facili- 
tating the movement of the annual flow of free capital into home 
investment. The explanation, Mr. Lavington thinks, lies in the 
fact that the most common form of limited liability organisation 
is not the Public, but the Private Joint Stock company. The 
vast majority of joint stock companies coming into being each 
year are thus already in possession of capital. But the con- 
solidation and extension of industrial concerns due to the wav, 
and their groving practice of re-investing large portions of their 
accumulated profits in their own business, are likely — though 
for the present the tendency is obscured — still more to narrow 
the scope of the Market’s services. Further, it is possible that 
there will be not only a narrowing of the scope, but also a reaction 
upon the nature of these semccs. Given the domination of 
industry by a comparatively few large concerns, and the shrinkage 
of the stream of free capital available for investment, shall we 
be able to say that one of the chief services of the Money Market 
is its bringing together the appropriate business ability and the 
requisite capital, and making possible the separate production 
of each ? 
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A review of this kind must necessarily omit many of the 
topics which Mr. Lavington handles — and he seldom handles a 
topic without appearing to set it in a new light — but attention 
may be directed to his remarks on the value of organised specula- 
tion and on the significance of the nicarketability of securities. 

Mr. Lavington offers us, not indeed a vivid description — 
for that we must turn to Mr. Withers; — but a calm and judicial 
interpretation of the Money Market from the point of view of 
the theoretical economist. Quite apart from its clear exposition 
of leading principles, thi.s scholarly book is wortli reading, if 
only for the quality of its Mter dicta and tlie suggestiveness of 
its subsidiary discussions. 

J. Lemberger 


Foreign Excluinge, Before, During and After the War, By T. B. 

Gregory, B.Sc. (Oxford University Press. Pp. 116. 

Price 2s. Qd.) 

The writer of this book has, from the circumstances of the 
times, one advantage over pre-war writers on exchange, in the 
fact that there is now so much more experience of fluctuations on 
a large scale, that the subject is much more alive than was the 
case before the war. One drawback is found, however, in the 
tendency produced by present conditions to treat the pre-war 
situation, with its almost universal gold-standard currencies, 
as a state of things rather easily described as one in which money 
was readily made to have the same purchasing power by the 
prompt effect of very slight fluctuations in exchange. On page 
82, for instance, with respect to a group of countries all in touch 
with one another it is said that “ there will tend to be established 
a uniform price-level, or, what is the same thing, the value of 
money in all the different places will tend to be the same.'* 
It may well be objected that this overlooks the important fact 
that owing to various conditions it was the normal thing before 
the war that money would buy a good deal more in some countries 
than in others — more in Belgium, for instance, than in the United 
States. It is submitted that the meaning of purchasing power 
parity ’* under the conditions of a universal gold standard requires 
more analysis than has been given to it by writers of the school 
to which the author, in his preface, pronounces his adherence. 
Such analysis, it is suggested, would show that there is something 
in what Miss Van Dorp and other critics are trying to get at, 
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even though they may have failed to make their position clear. 
It is not sufficient merely to attack the use of expressions such 
as that the exchanges are dislocated owing to an excess of imports 
over exports,” which are necessarily too brief to express the whole 
truth. The author’s criticism of argument of this kind is good, 
as far as it goes, but it does not appear to get quite to the bottom 
of the question. 

The main thesis is that exchanges are dislocated because of 
the multiplication of paper money and its continued emission 
by many Governments. Few, if any, economists would deny 
that this is the substantial factor in bringing about the present 
situation, and that all attempts to prevent continuance of the 
fall in the value of marks, etc., must be substantially unsuccessful 
so long as their volume is continually augmented. The author 
appears, however, to go rather too far in denying the usefulness, 
to a limited extent, of some of the devices for checking the fall 
in exchanges. The restriction of luxury imports, for instance, 
is quite defensible on reasonable grounds, as having almost 
inevitably, if not quite inevitably, a tendency to improve the 
value of the money of the country making the restriction, and 
similarly the prohibition of export of capital, in so far as it is 
really feasible. With reference to attempts to charge higher prices 
to foreigners, by means presumably of Government assisted dis- 
crimination between domestic and foreign sales, it is not essential, 
for the obtaining of some success, that the article in question 
should be monopolised by the exporting country, or that the 
demand should bo inelastic. 

On the subject of the discrepancies between the “ required ” 
values of pounds, francs, etc., in terms of dollars as judged by 
index numbers and prices, and the actual values in the exchange 
market, the author appears to admit only one explanation, the 
tendency to suiticipate future over-issues or mistakenly to calculate 
upon a future improvement. These anticipations must, no doubt, 
be factors of considerable importance, but is it not worth while 
considering whether the “ balance of trade ” theory may not 
have something in it also ? 

The book contains a number of statistical tables which will 
be found useful for reference. 


C. F. Bickebdikb 
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Foreign Exchange and Foreign Bills in Themy and Practice. By 

W. F. Spalding. (Sir Isaac Pitman & Sons. Pp. 246. 

Price Is. 6eZ.) 

This is the fourth edition of a work first published in August 
1916. It is natural, therefore, that it is largely concerned with 
the pre-war exchanges, before there was the multiplicity of 
inconvertible paper currencies, but as successive editions have 
been made there have been additions dealing with developments 
up to date. In the main, however, it may be said that the state 
of things dealt with is that of the pre-war exchanges, and the 
reader may feel that he would like to liavc further information 
as to the extent to which the present state of things has modified 
the practical machinery of various kinds which is described in 
considerable detail. Doubtless much remains substantially 
unchanged, even though sterling no longer means gold, but at 
least sections such as Chapter VIIL, on “ Bank Rate and Market 
Rate of Discount in Connection with the Fluctuations in the 
Foreign Exchanges,” can hardly bo regarded as adequate for 
present-day requirements, even when read in conjunction with 
the additional chapters which have been inserted from time to 
time dealing with the war and paper money. 

The book is written for the use of those who are engaged, or 
likely to be engaged, in business transactions, and is descriptive 
of the machinery of financing international transactions rather 
than with economic theory. Chapter XII., for instance, on the 
Gold Exchange systems as formerly operated in India and other 
countries, gives only an elementary sketch of the system, but 
more could hardly be expected, perhaps, having regard to the 
purpose of the book. What the reader will find mainly dealt with 
in the book is the description of various kinds of credit instru- 
ments in use in connection with trade betw^cen this country and 
many different parts of the world, what is done with the docu- 
ments by the various parties, and how the interests of the lenders 
of credit are safeguarded. . 

Even the island of Cyprus has a short chapter explaining its 
monetary system. An interesting short chapter is that dealing 
with the Scandinavian countries during the war and the break- 
down of the pre-w^ar arrangements for maintiiining an invariable 
par of exchange between Norway, Sweden and Denmark. Would 
it not be, however, rather more correct to put the policy of the 
Bank of Sweden in maintaining a comparatively high discount 
rate as a point of fundamental importance, rather than to refer 
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to it merely as one other factor to be noted ? Sweden, in fact, 
took more effective steps to prevent inflation, and, in conse- 
quence, her currency secured a relatively higher value, the higher 
discount rate being a most essential part of the policy. 

May wo hope that the author will find opportunity to bring 
out a book written specifically for the new conditions of the world ? 
Students of economics, as well as business men, would welcome 
further light on such questions as whether deliberate manipula- 
tion of paper money exchanges is practised extensively, and if so, 
by whom, and also as to whether the variations in exchange 
really do involve very heavy risks to the banks. It is explained 
in Chapter XIV. how the trader avoids the risks by shifting them 
on to the banks. Arc we to infer, contrary to what is stated in 
some other places, that the trader himself can always avoid these 
risks ? Then with regard to the banks, the implication seems to 
be (pp. 151 and 152) thfit they can usually arrange, by having 
transactions both ways, to reduce their risks in the case of forward 
contracts to comparatively small dimensions. If this is the 
case, it is important in considering the question whether paper 
money is really as bad as it appears at first sight. The author 
appears to share the traditional attitude of strong condemnatio]i 
of inconvertible paper money, but this chapter rather suggests 
that it is not, in practice, so bad as he would have us believe. In 
view of the probable long continuance of inconvertible paper 
monies in many important countries, it is to be hoped that more 
light may be thrown on these questions. 

Another matter which appears to be likely to deserve fuller 
treatment is the Trust Re .eipt. The law on the subject appears 
to be doubtful in this country, but is it not one of those things 
which will have to be worked out somehow ? Is it the rest of the 
world that should learn from us or the other way about ? Some 
further light on the reasons for the evolution of this system in 
the United States and elsewhere would be of interest from the 
point of view of business men and lawyers. The author may 
at all events be commended for giving at least some attention to 
the subject. 

C. P. Bickerdike 


The Functions of Money, By William P. Spalding. (Sir Isaac 
Pitman & Sons, Ltd.) 

We must be grateful to Mr. Spalding for giving us a con- 
venient, readable, and, in the main, accurate summary of the 
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theories concerning money which are most extensively held 
to-day. If he has not illumined the dark spots nor added 
materially to our knowledge, we must not complain. Within 
the compass of so small a work it would be impossible to do so, 
even if, which is doubtful, the present state of our knowledge 
admitted it. 

It is inevitable that any work on the nature of money should 
begin by re-stating Adam Smith’s position. It has become so 
axiomatic that early man lived by barter, and the subsequent 
clumsy attempts to find a suitable commodity to serve as a 
“ medium ” between any two other commodities form such 
obvious steps towards the ultimately more perfect state in 
which everybody mysteriously agreed to accept gold and silver 
in exchange for all commodities, tliat it may seem hardly worth 
while to investigate further. It must have been so ; therefore, 
it was so. 

Yet it can hardly be amiss to realise how slender is the 
foundation on which Adam Smith’s statements (far more cautious 
than subsequent works would lead one to think) rest. His 
fourth chapter is but a very minor part of his work. He was not, 
and could hardly have been, an original investigator in the field 
of early human civilisations. There was not then the material 
on which to build. There is little enough even now, many 
though the workers. 

If man ever did live by barter, it was in a period so remote 
that we have no knowledge of it, and from that of which we 
have no knowledge wc can infer nothing. There is no period, 
however ancient, of which records exist, in which buying and 
selling did not go on as to-day. There is no known race of 
which it can be affirmed that they deal or have ever dealt among 
themselves exclusively, or even mainly, by barter — for barter 
and money in some one of its many forms, visible or invisible 
(money, strange as it may sound, may be and often is invisible), 
may co-exist. The casual observations of travellers in the 
interior of Africa or the Highlands of Asia or among the Cannibal 
Islanders do not suffice to convince. They were impelled by 
the love of adventure, or of God or Mammon; never, that I 
know of, by a thirst for knowledge of the mechanism of finance 
among the aborigines — a task for which few if any travellers 
are well equipped. 

And then, when wc come to the supposed “ media,” are we 
really justified in concluding from a passage or two in Homer 
(a poet, I believe, not an expert in commerce) about the value 
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of the armour of Diomede or Glaucus that the Greeks of those 
days referred all their values to some standard ” ox ? And 
can we infer from a few passages in the Bible about shekels and 
pieces of silver what the commercial machinery of the Jews 
was? Even if these passages were correctly translated, which 
according to the latest authority they are not, the written record, 
as we have it, is centuries later than the transactions to which 
it refers — about fifteen hundred years later in the case of 
Abraham’s purchase of the field of Machi)elah. 

As to tlie modern examples of commodities used as money — 
tobacco, sugar, dried cod, nails, and so forth, the last two examples 
are endowed with a more than cat-like vitality, Having been torn 
to bits about a hundred years ago by writers who knew the 
simple explanation, as Adam Smith did not. And the other 
examples are of no more value. Money was as well known and 
in as general use in our colonies in the seventeenth and eighteenth 
centuries as it is with us to-day. 

In the chapter on the much-debated Quantity Theory, atten- 
tion must be called to at least one surprismg statement. The 
author says that “ the value of money not only varies inversely 
with its quantity, but also inversely with its velocity of circula- 
tion ” — a mathematical impossibility, by the way— and ho goes 
on to say that “ in stating this wo are not creating an abstruse 
problem, for the velocity of circulation is easily ascertainable 
(and here he quotes Professor Fisher) by dividing the total money 
payments for goods in the course of a year by the average amount 
of money in circulation by which those payments are effected.” 
We are accustomed to Professor Fisher’s breezy way of disposing 
of difficult problems, but to say that it is easy to divide the 
total money payments by the amount of money in circulation 
makes the reader gasp. In fact, the Quantity Theory can neither 
be proved nor disproved by direct evidence, because it is 
impossible to know either of these factors. 

Perhaps the weakest chapter in the book is that entitled 
“ Some Historical Facts,” few of which can with certainty be 
T^garded as facts at all. There is, for example, no serious 
evidence of the use of gold or silver as the medium of exchange 
in early Egypt or Babylonia. The Cliinese tad is not a weight 
of silver. There are, as the author himself says later, innumer- 
able toeb, the exchange values of which constantly vary, and 
some of them have altered considerably in value in the course 
of time. The statement that the stamp on Greek coins guaranteed 
their weight and fineness is in contradiction with the opinion 
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expressed by Barclay Head in the latest edition of his work. 
Nor can it be said that “ the Greeks had a definite manner of 
reckoning the proportion of gold to silver and the more common 
ratio was 10 : 1.** On the contrary, the various attempts to 
find out their relative values have met with little success, and 
there is a good deal of disagreement between the various writers. 
Nor are wo justified in stating as a fact the fanciful theory that 
ELing Croesus introduced bi-metallism. The statement that the 
Roman As coins date from 450 b.c. is not now held to be correct. 
Though the As is believed to have been in use as a money-unit 
at that time, the best opinion seems to be that the earliest coins 
are a century later. And there is no evidence of any value that 
the coins originally weighed a Roman pound. They were from 
the outset extremely variable. 

The nineteen pages of the chapter on “ The Principal Monetary 
Systems/* arc rather a short allowance for so big a subject, but 
are useful as an introduction to the study of it. The last chapter, 
“ Money in International Commerce,” is, as might be expected, 
altogether admirable. It gives, in the shortest possible space, a 
wonderfully clear idea of how international commerce is carried 
on. But both these chapters would have been more useful to 
the student had the author appended a list of works in which 
the subjects might be pursued in more detail. 

A. M. Innes 

The History of the Woollen and Worsted Industries, By E. Lipson. 

(London : A. and C. Black. 1921. Pp. x + 273.) 

This is the first of a series of Histories of British Industries, 
of which Mr. Lipson is General Editor. It has been ” designed 
to meet the needs of Training Colleges, Continuation Schools, 
Workers’ Tutorial Classes, and all similar institutions.” It is, 
therefore, written without footnote apparatus, but with a biblio- 
graphy, a bibliography which shows the learning that one would 
expect from its author. Besides the results of his own research, 
Mr. Lipson has had the advantage of Professor Heaton’s remark- 
able History of the Yorkshire Woollen and Worsted Industries, 
He has adopted, so far as possible, the method of letting contem- 
poraries tell their own tale, with excellent results. Although not 
writing primarily for scholars, he has put them under an obligation 
to him in many places. There is, for example, an account of 
wool smuggling (pp. 88 sqg,) under the export prohibition system 
of the seventeenth and eighteenth centuries, both illuminating 
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and amusing. So far as I can remember, the explanation (p. 180) 
that the workmen’s opposition to machinery was partly based on 
a belief that the stock of wool was fixed — as in fact it very nearly 
was, before Australia developed — ^and that therefore machinery 
must mean both immediate and ultimate unemployment, has not 
been put forward before ; it has certainly not been put forward 
BO clearly. 

A few technical and a few general criticisms suggest themselves. 
Probably it was to avoid burdening his unlearned readers with 
controversy that Mr. lipson (p. 28) allowed himself to give the 
impression that masters, journeymen, and ’prentices were all 
“ members ” of a craft-gild in the same sense. He does once 
speak of the “ inner circle ” of the gild ; but he nowhere states 
that masters made all the rules. “ The aim of the gild system 
was, in short, to establish as nearly as possible a condition of 
absolute equality [among masters] ; and the gild ordinances seem 
inspired almost by a spirit of communism.” The words in brackets 
are the reviewer’s. The evidence of “ communism ” is that if 
one master among the London Shearmen had three journeymen, 
and another had none, the man with none might take one from his 
neighbour. That is what I should call “ jealous egalitarianism ” 
among masters. I cannot think that the taken journeyman 
was conscious of much “ communism ” in the system. But I 
fear that the unlearned reader, probably familiar with Gild 
Socialist distortions of medieval history, may go away with the 
impression that there was really something “ communistic ” 
about a gild. 

Is the sweeping statement that ‘‘ the fuller bought tlie cloth 
raw and sold it fulled ” generally true ? Mr. Lipson gives evidence 
for the fact from a statute of 1391, and other evidence is, of course, 
available. But commission fulling, or fulling at manorial mills 
for a fee, began very early and may have been, so to speak, 
primitive. 

Coming to the inventions (p. 142), Mr. Lipson says that all 
except the fly-shuttle and the combing machine “ were first 
intended for the cotton industry ” ,* but explains a few pages later 
that Paul and Wyatt’s spinning machine was first used for wool. 
He quotes several lines from Dyer’s “ Fleece” about it. And in a 
footnote he admits that Paul’s carding machine is also perhaps an 
exception. This leaves few for the rule. 

On p. 174 that mysterious word of the wool technologist 
“loftiness,” as denoting a character of wool, is used without 
explanation. But aU these are small matters. 
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Three criticisms of the general structure of the book in relation 
to its purpose have more weight. The first, and slightest, is 
that the significance of the widespread and unregulated “ house- 
hold industry ” of the Middle Ages is perhaps underrated. When 
we talk of industry “ spreading to the country, I am inclined 
to think that often we are pointing to the fact that in a certain 
district “ household ” became “ market ” weavers. Probably 
Mr. Lipson agrees, as some words on p. 223 suggest. But I should 
like to have seen the gilds pictured as working against this dim 
domestic background. 

Secondly, the book almost completely neglects all history since 
18*50, except for a fe^v figures from the industrial census and a 
reference of readers to a book by Dr. Clapliam. 1 cannot but 
think that, for the purposes of the series, this is a very grave 
omission. The introduction of cotton warps, of alpaca and of 
mohair, the whole shoddy industry and the whole of nineteenth- 
century trade unionism get into a twelve-line footnote ! The 
industries in 1850 were almost as different from those of 1920 as 
they were from those of 1800. In 1850 the Woollen Clothiers' 
Company Mills w'ere in full swing ; the mule was far from universal 
in woollen spinning; very many important woollen businesses 
used hand-looms only ; Leeds was a centre of broadcloth manu- 
facture ; and the industrial atmosphere was not really “ modern.” 
Upon economic, more perhaps than upon any other class of 
historians, is laid the duty of bridging the blind spot between 
fully written history, w'liich always stops a generation or two 
short of actuality, and the world of to-day. The bridge is not 
made here. 

Thirdly, which is probably the explanation of ‘‘ secondly,” 
nowhere in the book can one catch the beat of the looms or sniff 
the rank smell of the wool-washing troughs. Perhaps it is a 
literary accident ; but the text certainly suggests a knowledge 
of the world of to-day based more on reading about it than 
on looking at it. *T. H. Clapham 


'Ihe Yorkshire Woollen arid Worsted Industries from the Earliest 
Times up to ihe Industrial Revolution, By H. Heaton. 
(Vol. X of the 0,rford Historical Literary Studies, edited 
by C. H. Firth and W. Baleigh.) (Oxford : Clarendon Press 
1920. Pp. 469.) 

Among the industries of England, the woollen manufacture — 
inter reipublicce cohmina^ as Camden described it— enjoys pre- 
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eminence : partly on account of its long history, which extends 
over eight centuries, partly on account of its wide geographical 
distribution. In the volume under review, which has grown out 
of a thesis written for the Honours School of Modern History in 
the University of Leeds, Mr. Heaton makes no attempt to cover 
the whole field of this history. Of the three great manufacturing 
areas associated with the woollen industry — East Anglia, the 
West Country, and Yorkshire — he deals only with one, namely, 
Yorkshire; and even the history of the Yorkshire industry is 
carried down only to “ the eve of the Industrial Revolution.'’ 
But within the limits thus indicated Mr. Heaton has produced 
a scholarly piece of work. He has evidently spared no pains 
to make himself acquainted with the original sources, and the 
especial value of his book lies in the fact that he has utilised 
not only the documents preserved in tlic British Museum and the 
Record Office, but also “ papers found in various parts of the 
West Riding, chiefly in the hands of local authorities and the 
cellars of solicitors’ offices.*’ Traversing ground which had 
already been covered in a general way by Ur. Maud Hellers in 
her excellent chapter on the “ Textile Industries ” in The Victoria 
County History of Yorkshire, Mr. Heaton has supplied many 
interesting details and thrown light on obscure points. One 
may commend in particular the use which the author has made 
of the Aulnage Rolls, the discussion of the trade depression in 
the reign of James I, and the account of the great Yorkshire 
trials which are so illuminating for the study of the Yorkshire 
textile industry. 

On poirits of detail Mr. Heaton’s book — like every otlicr book 
which handles a great number of facts — invites occasioiical com- 
ment. The statement that the Ordinance of 1326 forbade any 
person to wear foreign cloth “ except royalty, nobility and those 
paying an annual rental of £30 or over ” (p. 13) seems a lapsus 
calami. What Edward II’s Ordinance of the Staple enacted 
was that foreign cloth should not be worn except by the royal 
family, the nobility, dignitaries of the Church, and persons 
“ who can spend forty pounds sterling a year of their rents,” 
i. e. landowners whose income from the rents of their land was 
forty pounds a year. It is not invariably true that “ the master 
alone was eligible, for the offices of the gild and he alone voted 
in the elections ” (p. 37). At Beverley — to take the example 
of a Yorkshire town — the “ journeyman brethren ” of the 
Weavers’ gild had a vote in the election of officers, and elsewhere 
it was not unknown for journeymen even to hold office as wardens. 
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In a good discussion of the wages paid to textile workers 
Mr. Heaton appears to imply (p. 110) that the Act of 1563 was 
not definitely applied to the textile industries until 1603, but 
the principle of assessment of wages by justices of the peace 
embodied in the Elizabethan Statute was definitely extended 
to the woollen industry in 1597-8, and the novelty of the Jacobean 
measure lay in its minimum-wage clauses. The author remarks 
that it is somewhat surprising to find the justices fixing time- 
rates for weaving instead of piece-rates (p. 112). But, as the 
justices of Gloucestershire discovered in 1756 when they were 
called upon to regulate the wages of textile workers, it was not 
an easy matter to frame equitable piece-rates for weaving. Many 
technical factors had to be considered : the number and size of 
the threads, the weight of the warp, the fineness of the weft, 
the breadth of the cloth, and the technical skill of the weaver. 
We cannot agree with Mr. Heaton that “ the worsted industry 
which grew up around Bradford . . . was an expansion made 
largely by outri vailing the East Anglian worsted manufacturer 
(p. 259), or that the prosperity of Norwich “ continued until 
about the sixties of the eighteenth century, when the competition 
of the North . . . began to bring about its decline” (p. 264). 
The success of the Yorkshire worsted men was not achieved at 
the expense of the Norwich trade, since the latter was growing 
at the same time : indeed, Arthur Young states that the trade 
of Norwich was trebled between 1700 and 1770; moreover, the 
Norwich manufacturers made the finer qualities of worsted 
and the Yorkshire manufacturers the middle and lower qualities. 
There is, in fact, no real evidence of a decline in the Norwich 
trade until the second and third decades of the nineteenth century. 

In connection with the textile inventions the author remarks ; 
“ The fact that most of the inventions came in the cotton manu- 
facture suggests that in a new industry . . . technical progress is 
likely to be more rapid ” (p. 323). Yet Kay's fly shuttle, Paul's 
carding machine, Cartwright s combing macliinc, and possibly 
his power-loom, “ came '’first in the woollen and worsted industries. 
The textile inventions lie, of course, outside the range of Mr. 
Heaton's investigations, but he thinks that they “ were adopted 
very slowly in the West Riding industry.'’ This is a debatable 
point. In the preliminary processes of the woollen industry — 
scribbling, carding, and stubbing — the use of machinery was 
already general in the last decade of the eighteenth century; 
as regards spinning, the jenny was used soon after its invention, 
and a worsted factory with water-frames was erected at Adding- 
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ham as early as 1787 ; in the case of weaving the fly-shuttle was 
adopted by the West Riding clothiers in the inventor’s own 
lifetime, and though the power-loom made tardy progress owing 
to technical reasons, there were between five and six thousand 
looms in the woollen and worsted industries in 1835. 

Although Mr. Heaton deals at length with the domestic 
system of Yorkshire, the picture which he draws hardly docs 
justice to the really salient features of industrial organisation 
in the North of England. He writes : 

“ The Report of the Parliamentary Committee of 1806 
has created the impression that the differences between the 
industrial organisation in Yorkshire and the West of England 
were fundamental. This was not so.” The “ difference 
between the character of the Yorkshire and West of England 
clothiers . , . was a matter of degree rather than of kind ” 
(p. 92). 

It is true that Yorkshire contained a class of large clothiers wJio 
corresponded to the clothiers of tlic West Country, but the typical 
clothier of the Noi*th was the small “ domestic manufacturer,” 
and it was this latter class, the counterpart of the yeomanry in 
agriculture, which enlisted the unstinted admiration of con- 
temporaries. Now the domestic manufacturer was a manual 
craftsman who w'orked up the w^ool through all the different 
stages in his own house, assisted by his wife, children, and journey- 
men. The West Country clothier, on the other hand, was not 
a manual worker, hut an employer of labour who sometimes 
employed as many as 800 persons or even more. In short, the 
clothier of tlie North was a workman wlio owned the material 
on which he worked, while the clothier of the West was a capitalist 
who differs from the modern captain of industry in the respect 
that his employees did their w^ork at home. A domestic manu- 
facturer wliose business prospered might develop into a large 
clothier of the West Country pattern, but the study of industrial 
conditions in the West of England reveals a structure of society 
essentially different from that existing in the North. Mr. Heaton 
lays stress upon the defects of the Yorkshire domestic system, 
but he does not point out the great merits which the class of 
domestic manufacturers had in the eyes of contemporaries — 
the absence of friction between masters and men, and the 
opportunities afforded for every workman to gain his economic 
independence. 

Two minor points may be noticed. Blackwell Hall was pur- 
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chased by the “ Mayor and Commonalty ” of London, not in 
1397 (p. 147), but as Mr. Kingsford has shown in his edition 
of Stow's Survey, in 1396. The date of the repeal of the “ law 
concerning apprenticeship ” in the woollen industry was not 
1813 (p. 312), but 1809 ; it was in 1814 that the repeal was made 
general for all industries. 

Mr. Heaton’s book is the first in the series of Oxford Historical 
and Literary Studies which deals with Economic History. We 
welcome the innovation in the hope that the editors will endeavour 
to give us similar studies equal in interest and in scholarly merit. 

E. Lipson 


The League of Nations Starts. (London : Macmillan. 1920. 

Pp. vii + 282. Price 10s. 6rf.) 

It is the special merit of The League of Nations Starts that it 
traces the origins and makes known for the first time in handy 
and inclusive form those aspects and institutions of the League 
which have received little attention compared to the Assembly, 
the Council, the Secretariat and the Permanent Court of Justice, 
though these also, of course, are dealt with, — in contributions 
from M. Bourgeois and Mr. Fosdick. Out of thirteen contribu- 
tions four deal with economics, finance, communications (M. 
Claveillc) and health (Mr, R. P. Strong), one with the Inter- 
national Labour Organisation (Mr. H. B. Butler), one with the 
administration of the Saar and Danzig, and one with mandates 
and the protection of minorities (Mr. Ornisby Gore), while Dr. 
Shotw^ell's very suggestive essay on “ First Pages from the 
History of the League of Nations is orientated towards such 
functions of the League as those fiiltilled by the Technical 
Organisations. It is, however, in some ways unfortunate that 
the book was published before the meeting of tlie Assembly, 
for very important decisions W'ere then taken concerning the 
Technical Organisations of the League. 

Of particular value and interest are the chapters on “ The 
Inter- Allied Machinery in War-Time '' and on Economics and 
Finance,'’ the former by Mr. Rublce, one of the Delegates to the 
Inter-Allied Maritime Transport Council, tlie latter by 3Ir. Salter, 
now Secretary-General of the Reparations Commission. These 
chapters, in conjunction with Sir Maurice Hankey's paper on 
“ Diplomacy by Conference,” read before the British Institute 
for International Affairs and printed in the Hound Table (March, 
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1921), furnish authoritative material for an appreciation of 
the new development of methods for taking in hand the ever- 
increasing number of questions of acknowledged international 
concern. Mr. Salter begins with a very clear analysis of the 
economic duties of the League, and then proceeds to sketch his 
conception of its instrumentality. He considers that its object 
should normally be to secure prior consultation and agreement 
rather than immediate action. In his opinion neither the Council 
nor the Assembly nor the Secretariat can do effective work in 
the economic sphere ; what is required is the creation of expert 
councils including among their members those who have the 
actual power of decision in their respective Governments ; these 
councils should be based upon sectional organisations in the 
main capitals of the world and should hold periodical general 
conferences; they should be co-ordinated and assisted by the 
Secretariat of the I^eaguc, but not actually controlled in their 
current action even by the Council of the League. 

The Advisory Economic and Financial Committee, set up by 
the Assembly last December, is, as even its title shows, conceivetl 
on quite contrary lines. There were strong currents in the 
Assembly in favour of delimiting strietly the powers of this and 
such other bodies as the Organisation for Communications and 
Transit and the Health Organisation in such a manner that not 
only should the Secretariat assure strict co-ordination, but the 
Council have full opportunity of exercising very considerable 
control, and it was under these conditions that the Technical 
Organisations were created. The action of the Assembly in 
this matter may seem to have been unduly lacking in boldness 
and vision, but boldness cannot with fairness be expected of a 
body whose decisions have to be taken unanimously ; the money 
side of the question was much to the fore, and in certain respects 
the fundamental cleavage of interests and difference of attitude 
between European and extra-European countries cannot be 
obviated. On the whole, the six months that have elapsed since 
the meeting of the Assembly have seen a promising increase of 
constructive work, wdiich, given the desire of the Governments, 
and above all of the peoples behind them, to develop and utilise 
it, may well prove the solid basis for a steady growth in the 
activities of the League. 

On the other hand, it is important to remember that certain 
of the factors so clearly set out by Mr. Rublee as being of chief 
weight in making for the success of the many Inter-Allied organ- 
isations during the War have now largely ceased to operate and 
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cannot make for the similar success of the Technical Organisations 
of the League. The “ limiting factor ” of tonnage can no longer 
act as the final basis for decisions. The war-time “ equality of 
sacrifice in a common cause ” cannot but raise doubts as to how 
far there is now felt to be any common cause and as to how far 
equality of compensation for sacrifice has not been substituted. 
Direct contact means something very different when Brazil and 
Australia and Sweden, and not only ‘‘ the principal Allied and 
Associated Powers,” arc involved. The possibility of per- 
suading many millions to lower their standards of life to a 
minimum capable of some approximate statistical computation 
in terms of cost of living is vanishing now that the obvious 
dangers are past and the great emotional aiq)eals, in most cases, 
impossible to evoke. There is, of course, much of value for the 
institutions of the League in the living experience available of 
the actual working of international organisations during the 
War, but the foundations and inner spirit cannot for a moment 
be taken as secure without blindly courting failure. 

B. H. Sumner 


Labour as an International Problem, (London : Macmillan. 

1920. Pp. ix + 345. Price ISs,) 

This volume is composed of nine essays by eminent labour 
leaders or public servants, all of whom, with one exception, are 
closely connected with the International Labour Organisation. 
The criticisms which can be made against this form of treatment 
of a subject arc largely met by the editor, Mr. Solano, in his 
balanced and comprehensive introduction. The first two chapters, 
by Mr. Barnes and Dr. Shotw^ell, deal admirably with the origin, 
constitution and general functions of the International Labour 
Organisation. Mr. Appleton follow's with an essay on the general 
attitude of the International Federation of Trade Unions, 
written before his resignation of its presidency; he examines 
the conflicting forces animating the post-war labour movement 
and agrees with Mr. Barnes in advocating an ordered and con- 
structive policy of industrial reform as the surest method of 
advancing social progress. He is extremely cautious in defining 
the policy of the Federation to the International Labour Organ- 
isation, but, as pointed out in the introduction, he wrote before 
the election to the Governing Body of the International Labour 
Office of M. Jouhaux and M. Oudegeest, the w'ell-knowm Trade 
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Union leaders in France and Holland, who are respectively Vice- 
President and General Secretary of the Federation. Mr. Minoru 
Oka, one of the Japanese Delegates at the Paris Peace Conference, 
and M. Vandervelde, the famous Belgian Socialist Minister, deal 
with the special labour problems of their own countries. Mr. 
Oka's general considerations on the relation between conditions 
in Japan and those in Western Europe merit particular attention ; 
he believes that, given wise treatment of the Japanese workers, 
it may be possible for Japan to profit from the experience of 
Europe during the last fifty years in such a manner as to avoid 
a repetition of similar class struggles and labour crises. The 
remaining five chapters constitute an authoritative review of 
tlie practical development of the international regulation of 
labour questions down to the Washington and Genoa Con- 
ferences. In the Appendices are included the Labour Part of 
the Treaties of Peace and the texts of the draft conventions and 
recommendations adopted at these two Conferences. 

Great care is taken in the different essays to set forth various 
aspects of the problem of the international regulation of labour 
questions and its scope and purpose ; there is, liowever, on the 
whole insufficient recognition given to the fundamental attacks 
now current against the evolution of social reform througli 
parliamentary, or even peaceful, action. Mr. Barnes points out 
that the difficulties of raising tlie general standard of life among 
the working class by international action are in essence the same 
as those experienced in the national sphere ; nations, in a similar 
maimer to individual employers, are deterred from carr3'ing out 
reforms because they fear to be handicapped thereby in com- 
petition with other nations. Until now tJiero lias b(?en no possi- 
bility of organised international pressure being brought to bear 
with the object of securing simultaneous and relatively uniform 
progress. Simultaneity is essential : on the other hand, the 
idea of a strictly uniform standard is regarded as being impossible, 
even if desirable. It is thus from one point of view a minimum 
standard with which the International Labour Organisation is 
particularly devised to assure. Such an assurance will permit 
of further development of the higher standards prevailing in the 
“ advanced ” countries. The opposition to rigid iinifornnity is 
marked in the Treaty of Peace by the express recognition of the 
effect of varying climatic and social conditions and by the pro- 
vision that no country shall be asked “ to lessen the protection 
afforded by its existing legislation to the workers concerned. 
At the same time, the actual existence of a considerable degree 
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of uniformity in the habits, conditions of work and mental back- 
ground of the workers in certain great regions of the world is 
fairly empliasised by M. Fontaine as being one of the chief causes 
of the need of realising the aspirations of the workers by reforms, 
which yet must be undertaken on an international scale, since 
the strictly economic and financial factors in most cases preclude 
the success of refornis attempted only on a regional basis. A 
good instance of sucli international regulation of industry is 
shown in Miss Sanger's informing chai)ter to bo the case of the 
use of poisonous ingredients in certain processes and of preventive 
or remedial measures against accidents and occupational diseases. 

Miss Sanger, and several of the other contributors, point out 
that among the main obstacles to such international regulation 
in the past have been the lack of any regular machinery and of 
any consecutive policy and the unrepresentative, semi-diplomatic 
character of such occasional bodies as were called together. The 
reader will find abundant proof in the pages of Mr. Barnes, 
Dr. Shotwell, Mr. Butler and M. Albert Thomas of how those 
obstacles have now been removed. Mr. Barnes's opening chapter 
on the scope and purpose of inteiiiational labour legislation 
includes a clear summary of the main provisions of the Labour 
Part of the Treaty. His convincing defence of the composition 
(vf the annual Labour Conference, — each delegation consists of 
two Govcrjiment, one employers' and one workers’ representative, 
— should specially be noted. The Treaty expressly provides 
that ea(di iMember shall appoint emi)loyers' and workers' dele- 
gates, as well as tlieir technical advisers, in agreement with 
the industrial organisations, if such organisations exist, which 
are most representative of employers or work-pc'ople, as the case 
mciy be.” Mr. Barnes, as also Mr. Oka in wTiting of Japan, 
justifiably emphasise the great advance thus made in official 
recognition of the right of combination, and Mr. Butler furnishes 
solid support in pointing out the practical experience of the 
Washington Conference in this question of representation. 
Mr. Barnes's chapter closes, howuver, with the significant reminder 
that in many countries the difficulties as regards combination 
now come mainly from the w’orkers themselves : “ There are too 
many Trade Unions and too little Trade Unionism. ’ He is 
optimistic, nevertheless, as to the efforts of labour leaders to 
rectify existing anomalies bj'’ federation and amalgamation. 

It will doubtless be most gratifying to English readers to 
find in Dr. Shotwell' s vivid survey of the historical background 
and working out of the new machinery incorporated in the 
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Treaty of Peace repeated praise of the original draft of the 
Labour Part of the Treaty drawn up by the British Ministry 
of Labour and of the patient skill of the British Delegates at 
Paris in accommodating this draft to American requirements, 
the most important of which were concerned with the consti- 
tutional difficulty of the relationship between the treaty-making 
power in the United States and the authorities competent in 
labour legislation, i, e. the individual States. A very clear idea 
is given of the extent to which the Labour (-Conference can bo 
said to initiate legislation on an international scale and of the 
two chief methods — draft conventions and recommendations — 
by which it acts. 

The book closes with two absorbing chapters from M. Albert 
Thomas and Mr. Butler. M. Thomas, the famous ex-Minister 
of Munitions, outlines the initial organisation of the International 
Labour Office, of which he is the Director, and sums up in a few 
vivid pages its role and the spirit with which it is inspired : the 
reader will certainly wish that this chaiiter were longer; he 
cannot do better than read M. Thomas’s articles in the 
January numbers of the Quarterly Review and the International 
iMlmir Review, Mr. Butler, who w^as the Secretary-General of 
the Washington (Conference and is now the Deputy -Director of 
the Labour Office, compresses into his fifty admirable pages on 
that Conference the solid basis of achievement and experience 
which goes far to show that the international idea is not “ a 
kind of watery friendship ” without profit or hope of endurance, 
but a practical “ movement for the ordered improvement of 
the lot of mankind.’’ 

B. H. SUMNBll 


The British in China — and Far Eastern Trade. By C. A. Middt.e- 
ton-Smitti, M.Sc. (London : Constable & Co., Ltd. Pp. 
ix -f 295. Price ISs. net.) 

As a contribution to our economic literature the value of 
this work is probably not very great, but, for all that, it is an 
interesting study of men and affairs. The book is refreshingly 
unconventional, due in a large measure, we should say, to the 
fact that it was WTitten in queer places. Parts were evolved on 
steamers off the China coast ; others in a sedan chair in a Chinese 
city ; others in the “ Forbidden City,” in Peking and in a Chinese 
gaming-house at Canton. The result, if rather curious, is to show 
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US that by probing beneath the surface the author has got down 
to the bedrock of things Chinese. He reveals that of all the 
countries of the earth China contains the most vast and un- 
developed natural resources; it is a land of untold latent wealth, 
which contains within its borders a remedy, not only for most 
of its own economic troubles—and they are many — but even, the 
author avers, for the economic ills of Europe and America. If 
only the boundless wealth of China were set free by the applica- 
tion of Anglo-Saxon methods of industry and government, wo 
read, the world could quickly obtain all the raw materials it needs 
so badly, and the Chinese would acquire the w'ealth necessary to 
lift the country and its people from the present slough of despond 
into which they seem to have drifted. Just so ; but the reader 
will doubtless wonder whether even this alluring prospect will, 
in the present chaotic state of the world's finance, tempt Europe 
and America to extend the credit facilities which, after all, are 
what the world most requires to shift raw materials from those 
who have to those who have not. Kevertheless, it is, we believe, 
the earnest desire of the Four-Power Consortium to assist China 
in obtaining, through the establishment of a strong and suitable 
Central Government, the degree of security required for the 
development of her immense natural resources, though, as the 
British representative of that Consortium recently said, any 
reform in China must come from within. China can only be 
saved by her own exertions, a fact w'hich is slowly but sureh' 
being borne upon the thinking Chinese. As this volume clearly 
shows, however, the w^ay of salvation for China lies through the 
extension of her foreign trade. 

Mr. Smith is a whole-hearted exponent of British methods, 
and he devotes much space to a description of trade and commerce 
with China, that land of strange and devious devices. For past 
and present British traders and financiers in China he has a very 
high regard. The beginning of our relations with China arc 
traced back through several centuries, to a period, in fact, when 
a letter was sent from Queen Elizabeth to the Emperor of (Jiina 
asserting “ principles of free and equal intercourse between the 
peoples of the world, w hich is to-day the pivot of the endeavours 
of the wisest Anglo-Saxon statesmen.** Trading in the early days 
was perhaps somewhat negligible, being left rather to the adven- 
turers than to the more cautious and conservative men of afiairs, 
but from 1885 to 1904 the value of Chinas overseas trade is 
ahown to have increased steadily. As an average of three years, 
in 1885 the total was 180*8 millions of Haikw*an taels ; in 1904 
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it was 623 millions. To go back a little, in 1883, China's imports 
and exports were valued at 143' 8 millions of taels; the figures 
were practically doubled every ten years, until in 1913 the total was 
973*8 millions of taels. In 1919 (the figures for 1920 have not yet 
reached this country) the total trade figures were, Haikwan taels 
1,277,807,092, made up as follows : imports, Hk. taels 679,529,544, 
less re-exports Ilk. taels 32,531,863 = net imports Hk. taels 
646,997,681. The exports were Hk. taels 630,809,411. 

All this has not been accomplished without considerable effort 
on the part of the merchants and banks ; and, as the author shows, 
the credit is in no small degree due to the early British pioneers 
who penetrated into tlie innermost parts of China in their 
endeavours to foster and to maintain trade between East and 
West. 

The description in the book of how business is conducted 
makes most interesting reading, and will prove useful to those who 
contemplate entering into business relations with the Chinese. 
China is a land of contradictions; a great deal of trade is done 
solely by word of mouth, yet a Chinese merchant w ill prove time 
after time that his word is his bond, and knowing all this, Europeans 
in the East trust the Chinese and each other in business much 
more than is common in London or elsewhere. But, as the 
writer remarks, “ it would be wrong to give the British manu- 
facturer the idea that there is no such thing as a rlislionest Chinese, 
because it is a fact that tlie contact with Europeans in the Treaty 
Ports has not been altogether to tlie aclvantage of coinniercinl 
morality in China.” In the circumstancfs, safeguards are 
necessar 3 ^ The compradore system lias received wide support. 
Most firms and banks of repute employ the compradore, a sort 
of Chinese guarantee broker, w^ho acts as tJie connecting link 
between Europeans and the Chinese, and it is this go-between 
who takes upoi his shoulders the responsibilitj^ for the transactions 
entered into with the Chinese. 

It is a sine qua non for European traders to use a “ chop.” 
A chop is the Chinese name for a trade-mark ; and it is the chop 
which makes the goodwill of the old-established houses so famous 
in the East. In China, where the commercial machine is often 
clogged by mutual suspicion, and creaks along in the manner of 
centuries ago, the chop seems to have become indispensable. 
Every piece of silver that passes through Chinese hands is chopped 
by those who have handled it, and even bank-notes issued by the 
leading foreign banks are marked. The chop is the sign of the 
firm or man who has used the silver or note, and it is a guarantee 
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that the currency is genuine. Similarly, with goods and commo- 
dities, marked with well-known “ chops,” the Chinese know that 
they are what they purport to be, and there is an end to the 
matter. 

One thing w^e learn from this book is that any one who wants 
trade in China has to pay for it. The British people, w^e are 
informed, are backward in throwing the sprat to catch a mackerel, 
but it must be done in China. Any firm that wants to reap the 
rich harvest of trade which China has to offer must be prepared 
to spend money in watering the soil. The thing must be w'cll 
done if it is to be done at all, and the concern ambitious for China 
trade must be ready to spend money in the early years. 

The language difficulty is shown to be not so insuperable as 
men often imagine it to be, but the book impresses upon the 
authorities in England the necessity for establishing some really 
inspiring and attractive school for the study of Chinese at home, 
not a school which will form the resting house for pensioned civil 
servants, but one with properly trained and energetic teachers. 
Every one seems to be agreed that if Great Britain is to obtain 
her share of trade with China, the study of Chinese must be 
encouraged, and it may be done by properly directed efforts not 
only in China, but also by the London School of Oriental Studies. 

Mr. Smith has thoroughly grasped the fact that it is in rail- 
way civilisation we have to look for the real development of 
China ; much has been accomplished in this direction, but a great 
deal remains to be done. As is probably well known, hitherto 
railways in China liave been constructed in sections, one section 
being allotted to a British engineer, one to an American engineer, 
one to a French engineer, and so on. Such a system, though fairly 
successful, actually militated against forward progress. Xow' it 
is the declared policy of tlie new’ China Consortium to unify the 
whole railway system of China. It is part of their programme 
to abandon the sectional distinctions that have existed for so 
long, and to entrust the administration of the system as a whole 
to a Railway Board in connection with the Government Depart- 
ment of Communications in Peking. It is proposed that the 
Chairman of the Board shall be the Minister himself, aided by 
four Chinese colleagues and four engineers, upon whose expert 
advice and assistance he can rely. 

In this review, of necessity, one has been able merety to touch 
upon the fringe of the many questions that have been raised by 
the author ; what he writes on coal-mining and the exploitation 
of the mineral wealth of China will be studied with deep interest. 
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and those who are interested in the doings of British subjects 
in the outposts of China will find much food for refiection in those 
chapters dealing with Britons who have served China. The 
record of the achievements of Englishmen, Scotsmen and Irish- 
men, all really great men, is well described. The only fault 
from which the book suffers is in its arrangement. The author 
has tried to include too much in the compass of one volume, and 
the reading is apt to be scrappy ” in consequence. To be really 
valuable for economists such diverse subjects as are touched on 
in the book are best treated in separate volumes. 

William F. Spaldiko 


Some Recent French Books 

Train elemeniaire d" economic politiffue. Par Bertrand Nogaro, 
Professeur d’economio politique a la facullo do droit do 
rUnivcrsitc de Caen. (Paris: Giard & Cie. 1921. Pp. 598. 
8vo. 30 francs.) 

Cours d economic 'politique. Par Henri Truchy, Professeur a 
la faculte dc droit de rUniversite de Paris. Tome deuxieme. 
(Paris : Sirey. 1921. Pp. 404. 8vo.) 

Train dJ^conomie Politique, Par Maurice Ansiaux, Professeur 
a rUniversite de Bruxelles. Tome premier. (Paris : Giard 
& Cie. 1920. Pp. 389. 8vo. 20 francs.) 

Le systeme mcmikiire et Ic change anglais depuia la guerre, J^ir 
Alfred Mawas, do'^teur en droit. (Paris : (Jiard & Cic. 
1921. Pp. 406. 8vo.) 

La Bourse des Valeurs de Paris pc/w/awf la guerre (1914-1920) 
avec nenf graphiques hors texte. Par Marcel Boi:rreau, 
docteur on droit. (Paris : Librairie generalc de dr(»it et dc 
jurisprudence. 1921. Pp. 384. 8vo. 25 francs.) 

The man in the street is generally ready witli one suggestion 
for the tax-gatherer. He would fain impose a tax upon some 
luxury he is not inclined to; and this sentiment is so diffused 
that a plebiscite would probably result in an jilmost unanimous 
vote in favour of taxing new treatises on the Principles of 
Economics. It would bo a sorry world if every classical master 
thought it incumbent ui)on him to bring out a new Latin or 
Greek grammar ; and at a time when paper and printing arc so 
expensive, and the public arc compelled to limit severely their 
expenditure on books, it is intriguing to find that expcM ienccd 
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publishers are ready to put out book after book which merely 
tells us what others have said before and frequently have said 
better. 

Possibly the French student who wishes to do well in his 
examinations is expected to swear in the words of his teacher and 
virtually compelled to buy his Professor’s manual. If this be 
not the true explanation, the market for these new books must 
be so limited that the authors probably pay dearly for the 
pleasure of seeing their works in print. 

Professor Nogaro has already published, under the title of 
iJliments d' economie politiquCt s-h epitome of the lectures which 
he has given to his classes. The present volume is an enlarged 
edition of the Elements with a different title. The author 
observes that he has been unable to devote himself to personal 
research into all the topics touched upon, and thinks it unneces- 
sary to excuse himself for borrowing largely from classical 
authorities. Upon them the reviewer need not enlarge. The 
exposition is lucid and fairly complete in range, though somewhat 
thin. The references to leading authorities are superficial, and 
tliongh the list of names is of formidable length we are told only 
of Jevons that he employed the language of mathematics, and of 
Seligman that ti e stiulent may refer to his Principles of Taxation, 
which wc should like to see. The section devoted to money and 
banking is the best portion of the book, but we look in vain for 
anytliing new in the treatise. 

Professor Truchy’s Cours is of a weightier character. His 
second volume deals with international economic relations, dis- 
tribution of wealth, public finance, and social questions. It is a 
thoughtful and balanced statement of facts and theories. His 
underhung |)hiloso[>hy is tliat of the classical French economists, 
which is pei’liaps the beginning of wisdom in economics, but is 
certainly not its end. There are times and seasons when the 
easy optimism of free exchange and laissez-faire are as insiitticient 
as trusting to tlie v^is medicairix naturce and the patience cure when 
you ai-e bitten by a mad dog. The assertion that the foreign 
exchanges cannot long remain unfavourable to a country, but 
must in time become favourable, will cause the reader to rub his 
e^es and read it again. The argument that if the dollar stands 
at 10 francs, instead of at its old parity of 5-18 francs, the 
American is buying French labour at a idJ prix and tlie dollar 
ib “ a kind of tyrant,” wdiilc the French exporter to America is 
receiving a subsidy of 100 per cent., omits the essential factor 
that the new franc differs in everything but name from the old 
No. 124. — VOL. XXXI. 
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franc. The critic will find many passages against which to 
mark a note of interrogation, but he will also find a good deal 
that is useful and interesting, and will wish to keep the volume 
on his shelf. 

Many of us remember the favourable impression made in 
1892 by La Question Monetuire en Belgique, par Maurice Ansiaux. 
The young advocate at the Liege (^ourt of Appeal has now 
become not only a Professor of Economics at Brussels, but 
Conseiller de Government pres le Ministire des Finances et 
Memhre du Conseil Superieur du Travail. In this first part of his 
Traite he confines himself to the economic organisation of society. 
Competition and monopoly, trusts and syndicates, home-work, 
agriculture, commerce, railways and banking and financial con- 
centration are the staple of the volume. The questions of value, 
wages, profit, interest, rent, etc., arc apparently reserved for later 
treatment ; the scientific kernel of the Traite has yet to appear. 
The description of economic organisation is well documented with- 
out being complete. If it were worth doing on this scale it would 
seem less out of place in a separate treatise than as part of a 
Traite d*economie politique. On its merits the volume may be 
said to contain many facts and figures, but few illuminating ideas 
except those which arc already current. 

The monograph by Dr. Mawas is the best we have yet seen 
upon its subject. The draft on London has been, is, and will 
continue to be, such a prime favourite in international trade 
that tlic English (or more strictly the London) exchanges arc 
naturally selected as the centre from which to measure the 
fluctuations in currency \'alues. The author expounds clearly 
the theory of foreign exchanges, and examines critically the views 
put forward by various wTiters since 1914 as to the causes of the 
perturbations experienced. FIc has tlie wisdom to reject the 
single cause solutions — that it is all a question of public confidence, 
or of the balance of trade, or payments, or the stock of gold in the 
country, or the mass of currency of all kinds, or the balancing of 
the budget. His examination of the limitations of the various 
theories leads him to the conclusion that a complex of interacting 
factors enters into the problem, but ho endeavours to make clear 
the qualitative influence of each factor, and holds fast to the 
anchor of conviction of the truth of the quantity theory of the 
value of money, with a due appreciation of its limiting postulates. 
His desire to sec a return to monetary equilibrium and to sound 
currency under cautious conditions is a pious aspiration widely 
shared; but hard work and hard living, hard money and hard 
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thinking, are more easily sighed for than attained. The descrip- 
tive part of the work is admirably done and shows both intimate 
and accurate knowledge of the action taken, the agents concerned, 
and the literature of the whole subject. The graphs at the end 
of the volume are particularly valuable. 

Dr. Bourbeau gives us a luminous account of the Paris Stock 
Exchange during the war, its difficulties, its closing, reopening^ 
restrictions and special regulations, and shows its working under 
trying conditions. He acutely observes that in many quarters 
the Stock Exchange is regarded as a luxurious excrescence of 
society which can be dispensed with in a great crisis without 
serious inconvenience, or possibly with advantage. Even those 
who think of it as a kind of weir into which stocks and shares can 
be poured, or out of which they may be drawn as desired, fail to 
perceive the great national utility which it possesses in common 
with banks and great finance houses of mobilising the resources 
of the country and of serving as a great reservoir of capital. 
The actual texts of the decrees and official letters regulating the 
Bourse since 1914 are set out, and the authorities arc sharply 
criticised for lack of insight and narrowness of vision in crippling 
the Bourse to the disadvantage of public finance. The author 
offers proposals for reform of the Paris Bourse which we lack 
space to consider. They will repay study, and should receive 
serious attention in this country when the reform of our own 
Stock Exchange, long overdue, is taken in hand. The book is 
ail interesting and useful contribution to the history of war 
finance. 

Henry Higgs 
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NOTES AND MEMORANDA 

The Ter Meulbn Scheme 

All those who have been long in public life know how situa- 
tions arise in which the public expect “ something ” to be done 
to relieve the immediate need. Experts, understanding the 
difl&cultics better than the public can do, meet to devise a 
scheme and eventually produce something, rather in the hope 
that it will suffice to still the cry for the time being than that 
their scheme will prove a panacea. 

This I should judge to have been the case in the proposal 
of the League of Nations to adopt the ter Meulen scheme of 
guaranteed credits for exporters. It has the merit of being per- 
fectly simple theoretically. The governments in countries aux 
finances avariees, as Leroy Beaulieu used to call them, are to 
issue bonds in guarantee to the foreign exporters of the price of 
the imported goods. This is the scheme in a nutshell. 

The League says that, under the scheme, “ the exporter must 
still satisfy himself, as he does at present, about the standing 
and credit of his customer.” But why should he, if the guarantee 
is good and liquid — that is to say, if it can be readily turned into 
money ? It is the guarantor’s duty to look into the solvency of 
the debtor, not that of the creditor. If a purchaser brings, 
for example, the guarantee of a good bank, the seller looks no 
further. 

Everything, therefore, to the English exporter, depends on 
whether the bonds of the governments concerned — ^say the 
Austrian Government — would bo a liquid asset. 

When studying these questions, the first thing to understand 
is that, when we talk of “ moving funds,” remitting or trans- 
ferring money ” from place to place, we are, scientifically speaking, 
talking nonsense. Almost as omnipresent as the ether, money 
is equally intangible. It eludes our grasp. It is where it is, 
and no one can take it in his hand and move it. 

For money is debt, and the pieces of paper or metal which 
we guard with such care are not the money itself, but merely the 
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proof of its existence, if anything so ethereal can be properly 
said to have an existence — ^proof of its being, I would rather 
say. 

Debt is immutably domiciled in the home of the debtor, and 
can no more be moved than a house. If you have a house in the 
country and want one in town instead, you cannot move your 
house to the town. All you can do is to exchange the house in 
the country for one in the town, or to sell the one and buy the 
other; and whether you can realise your desire depends on 
whether thoi e is some one in the town willing to make the exchange, 
or whether there is some one willing to buy your country house 
and some one else willing to sell you his house in town. If you 
cannot sell your house, or if you cannot purchase one in the only 
town in which you wish to live, no transaction will take place. 

And so it is with money. If a manufacturer in England sells 
to an importer in Austria, ho obtains the price in money in 
Austria, and can by no means remove it. If he cannot exchange 
this money for money in England, whatever value it may have 
in Austria, it has none to him. 

The question, therefore, that has to be decided by a manufac- 
turer who might wish to make use of the League’s scheme is 
whether he can sell Austrian bonds for money in England. To- 
day, I am informed, there is practically no market in London 
for Austrian bonds. The situation of a manufacturer who, 
under present circumstances, accepted the guarantee of Austrian 
bonds would be similar to that of one who should accept the 
guarantee of an individual who could not pay the guarantee 
money and whose effects might or might not be saleable. No 
manufacturer would accept such a guarantee. It is essential 
that a guarantor should be able to pay the guarantee on demand. 
To make the proposed bonds attractive, it would be necessary 
for Austria to accumulate a fund in London for the redemption 
of the bonds. 

We now come to another point of equal importance. There 
is to-day practically no market for Austrian exchange in London, 
and the sale of a comparatively small amount of Austrian money 
— say £20,000 — would, I am informed, appreciably affect the rate. 
It is evident, therefore, that if by artificial means it were 
possible to foster the export trade with Austria to an extent 
which would be of any value to British trade, the immediate 
result would be a further fall in the exchange, and the same 
effect would be produced should Austria try to accumulate 
sterling. The exporter, to cover himselfi would have to draw on 
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Vienna in sterling, and the fall in exchange would cause the price 
of the goods to be higher than the importer bargained for. If, 
as would probably be the case in most instances, the prospective 
importer had already contracted to deliver the goods at a quoted 
price, he would be the loser. 

From this dilemma there is no escape. 

That the difficulties in the way were not underestimated by 
the experts of the League of Nations who visited Vienna and 
are chiefly responsible for the proposals made in the Report of 
the Finance Committee of June 15, 1921, is shown by the con- 
ditions laid down as the essential preliminary to affording their 
aid in the financial reconstruction of Austria. They are as 
follows : — 

1. Tiiat all foreign countries shall agree to suspend their rights 
in respect of the expenses of the armies of occupation, claims for 
reparation, and Relief Credit bonds for at least 20 years. 

2. That the Austrian Government shall take immediate steps 
to balance its budget, the deficit on which for the year 1020-1921 
reaches the huge figure of 53,000,000,000 kronen. (The krone 
before the War was about equal to the franc.) 

3. That the issue of paper money shall cease. 

4. That, to help to realise 2 and 3, an internal loan shall be 
issued. 

5. That a bank of issue shall be created with a capital of 
100,000,000 francs, half to be subscribed in foreign countries. 
One of the main duties of the bank would be to take measures to 
maintain the gold value of tlie currency. 

0. That a foreign loan should be floated ; one of the principal 
objects being to obtain funds in foreign countries, to be used hi 
conjunction with the bank's operations for stabilising the 
exchange. 

Provided that these conditions are fulfilled, the League is 
prepared to authorise the issue of ter Meulcn bonds as security 
for temporary credits. But their fulfilment presents formidable 
obstacles and the most sanguine temperament could hardly hope 
that, even if the whole scheme be ultimately carried through 
and prove successful in restoring Austrian credit, this could be 
done in time to meet the immediate needs of European 
commerce. 

The issue of ter Meulen bonds appears to be intended to tide 
over the transitional period between the initiation of the scheme 
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of reform and its final success; but exporters could hardly be 
recommended to accept them until, at least, the reform had gone 
so far as to insure the saleability of the bonds, and this will not 
be at once. The Finance Committee of the League anticipates 
that at least two years will be required to balance the budget. 
If the Austrian Government can wipe out their enormous deficit 
in that time, it will be greatly to their credit. 

Quite another aspect would be given to the ter Meulen scheme, 
from the point of view of British commerce, if the bonds could bo 
used in conjunction with the export credits scheme of tlic British 
Government; if, that is to say, the government would agree 
to buy forfeited bonds and hold them for eventual sale or 
redemption. 

All this presupposes, of course, that the governments concerned 
would be willing to pledge their credit for the sake of their 
importers, but financial history is not encouraging in this respect. 
Parliaments arc often tender-hearted towards their manufae.- 
turers and exx)orters, but usually leave importers to shift for 
theinselv€‘.s. 

It is to be noted that the delegates of the League do not con- 
sider that Austria requires any special credit facilities for the 
purchase of raw material and c‘oal (Report of the Finance 
OommiUee, p. 2S). 

A, M. Innes 


Wage Aruitration New Zealand under Falling Prices 

The New Zealand Arbitration Court has come to a critical 
stage in its existence. It was established in 1894 by the Liberal- 
Labour Party as one of their first measures of State Socialism, and 
was designed mainly to provide a system of compulsory arbitration 
in labour disputes which would reduce strikes to a minimum. 
The original Act (Industrial Conciliation and Arbitration Act, 
1894) provided for permanent Conciliation Boards as a preliminary 
to the Arbitration Court which was presided over by a Judge of 
the Supreme Court, assisted by two assessors nominated by the 
Governor on the recommendation of Employers* Associ«ations 
and Trade Unions. 

It was, however, alleged by the employers, who at this time 
were mainly hostile to the Court, that the permanent members 
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of the Conciliation Boards fostered disputes, and in section 60 
of the I. C. and A. Amendment Act, 1906, power was given by 
which cither party could refer a dispute direct to the Court. The 
Conciliation Boards atrophied, and in a further amending Act 
(1908) three permanent Conciliation Commissioners were appointed 
to act as chairmen of Conciliation Councils formed ad hoc from 
persons who had been, or were at that time, engaged in the 
industry. This device, supported by the insistence of the Court 
that an honest effort be made to effect a settlement before an 
award of the Court is sought, has in practice worked well. The 
Conciliation Councils usually arrive at considerable agreement 
and narrow down the issues to be decided by the Court, which in 
its award incorporates the agreed conclusions. In tlie last 
resort, then, the system is one of voluntary conciliation, supple- 
mented by judicial fixation of wages, and as such, the prestige 
of the Court has always depended primarily on the personality of 
the Judge. ^ 

Awards of the Court are binding on all unions (whose member- 
ship must be fifteen or over) w'hich have registered under the 
Act, but in practice a large part of the economic life of the 
Dominion is outside the purview of the Court. The main 
industry of New Zealand is pastoral farming, a great part of 
which is in the hands of medium-scale working farmers who 
depend on their own labour and that of their families. A dispute 
was once brought to the Court by the Farm Labourers’ Union, 
but the Court refused an award.® In addition, several of the more 
militant unions, among them the Miners, Waterside Workers, 
Seamen and Freezing Works Employees — the leading members 
of the Alliance of Labour — have for years been hostile to the 
Court. Tlie Mners went so far as to withdraw their registration 
under the I. C. and A. Act, and registered under the Trades 
Union Act. “ Loyal ” unions, however, were formed and 
registered under the I. C. and A. Act, and secured awards or 
agreements enforceable at law, so that the Miners were practically 
forced to join and swamp these unions. At present all the militant 
unions are registered; but they defy the Court In every way 
possible and some never appear before it. 

From the militant unions which are vaguely syndicalist in 
their theory have come the strikes of recent years, including the 

^ There are many descriptions of the New Zealand system of arbitration; 
the fullest is Broadhead’s State Regukaion of Labour and Labour Disputes, 
written from the employers' point of view* 

* See Awards of Arhitration Oourt, Vol. IX., p. 617. 
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big Waterside Workers Strike of 1913, and the various war-time 
and irritation strikes of the Miners.^ 

Within a limited sphere, however, the system inaugurated 
in 1894 can claim a fair measure of success. It has undoubtedly 
reduced industrial friction, particularly in the earlier years of its 
work. It has also provided a tribunal before which the 
circumstances of important industries can be fully and frankly 
discussed. 

There has been no full and scientific? inquiry into the influence 
of the Arbitration system on the general rate of wages ; but at 
least one negative conclusion is clear, that tlie Court has not 
raised real wages. It has for many years done little more than 
register conservative esliinatos of the increase in money wages 
necessary to keep pace with the rising level of piiccs. In the 
nature of the case, moreover, wages are fixed for a term, some 
awards running as long as three years, so that with a constantly 
rising level of prices, labour is always at a disadvantage. 

There has never been any definite pronouncement by the 
Court of the system upon which an ards are decided. Apparently 
the main features of the award having been settled by a (Con- 
ciliation Council, the issues still in dispute are decided by the 
Judge largely on opportunist grounds. What an industry can 
bear, what other industries have received, the skill with which a 
case is presented, the cost of living, and many other factors 
influence the decision. 

The Royal Commission on the Cost of Living (H. 18, 1912) 
gave two estimates (pages xlix-1) of the changes in real w'ages 
between 1896 and 1907, the increase being given in one case 
3 per cent., in the other 9 per cent. During the whole of this time 
Now Zealand w’^as extremely prosperous. 

In 1919 a more elaborate analysis w^as made by G. W. Clinkard,* 
Although this thesis is based on rates of w^ages as disclosed in 
awards of the Court, rather than on actual earnings, there is no 
reason to suppose that the ratio betw^cen rates and earnings 
changed materially during the period covered, so that the com- 
parative Vcalue of the figures is not affected. A table on page 909 
of the Official Year Book (1919) calculates real wages as measured 
in Food-prices and Rents. Taking 1911 as base == 1000, the 
trend of real wages appears to have a general downward tendency 

^ The total mombership of tho registered unions at Slat December, 1919, 
was: Industrial, 82,553; Employers, 6,146; in all about 7J per cent, of tlie 
population. The membership of the main militant miioiis was : Miners, 2,356 ; 
Seamen, 3,604; Watersidera, 6,673; Freezing works emploj^ees, 6,641. 

* Published as an Appendix to the Year Book, 1919, 
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from 997 in the trienniah period 1901-3 to 946 in 1916-18 (the 
last complete figures). 

One is justified in asserting, therefore, that the general rate of 
real wages has not been raised by the Court even in a time of 
steady prosperity. This conclusion is in accord with general 
opinion, and is part of the reason for the antagonism of militant 
labour. The further conclusion that may be drawn is also widely 
held, viz. that of recent years there has been an actual decline of 
real wages. There is not sufficient evidence, however, to saj'^ 
whether the lagging of real wages is due to the Court, or not. 

Though it has not succeeded in raising real wages, the Court 
has undoubtedly standardised them, both as between industries 
and as between employers within the same industry. There is 
no reason to believe that the minimum award rates have become 
the maximum. There is still a differentiation of wages in favour 
of the better workman, and it docs not take the secret and iind(*r- 
hand form described by Mr. Aves, who must have had his in- 
formation from an employer who was hostile to the Court.^ An 
investigation in Ciiristcliurch recently showed approximately 
60 per cent, of the workpeople in receipt of wages above the 
award rate, and there are actually important factories in which 
task and bonus systems operate. The War Legislation and 
Statute Law Amendment Act, 1 9 18, gave power (section 18) to the 
Court to take increases in the cost of living into account during 
the currency of awards, and on April 19, 1919, the Court made its 
first pronouncement under this authority.® After explaining 
that it would fix minimum rates and then announce periodic 
bonuses or reductions in bonuses, as the cost of living changed, 
the ( Jourt fixed the basic rates as follows : ® 


Skilled workers, Is*. 1\(L per hour. 

Semi-skilled workers, hv. 4id.-l5. (if/, per hour. 

Unskilled workers, l.v. 3Jf/. per hour. 

In the words of the Ck)urt “ these wages are substantial 
increases, for the different classes of workers, upon the wages 
prevailing immediately prior to the war, and, to some extent, 
although not wholly, compensate the workers for the increases in 

* Cf. Aves’ Report on Wages Boards, p. 100, quotorl by Pigou ; Economks 
of Welfare, p. 433. 

* Book of Awards, Vol. XX., p. 403. 

’ These rates carried a flat rate of bonus of 2\d, per hour over and above the 
basiic rate, as compensation for the additional increase in the cost of living since 
the passing of the 1018 Act. Tliis was the first of the half-yearly bonuses 
djs(*uHsed below. 
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the cost of living up to the time of the passing of the recent 
Act.” 

A year later, on April 27, 1920, on the occasion of the announce^ 
ment of the third bonus, the Court reviewed the basic rates in 
what is known as the Gisborne pronouncement and readjusted 
them as follows.^ 

Skilled workers, 2s. per hour. 

Semi-skilled workers, from Ls*. 8^.-1^;. lOrf. per hour. 

Unskilled workers, l.s*. Id. per hour. 

The Court now holds to those rates for all industries, and the 
main source of disagreement in any dispute is the classification 
of workers concerned into the grades specified. So that in the 
strict sense of the word, New Zealand may be said to have a legal 
minimum wage. 

Economic students have foreseen for some time that the test 
of the Arbitration Court would come when the rigid fixation of 
wages for a period failed to correspond uith prices of other 
commodities and services. The test miglit come in one of two 
ways, either by the cost of living rising sharply and continuously 
over a period of years, or by a sudden turn of prices leaving the 
wages fixed at a level which was burdensome to industry. Both 
these conditions have occurred in a short space of time and the 
(burt is feeling the strain badly. 

As long as nominal wages were steadily increased, even 
though the rate of real wages was at least not rising, there was 
not much dissatisfaction with the Court. But with the sharp 
rise of prices due to war inflation the gap between nominal and 
real wages became too obvious, even during the currency of an 
award, and it was for this reason that the amending legislation 
of 1918 (referred to above) was passed, so that the Court could 
review and amend an award at any time. This the Court pro- 
ceeded to do by fixing basic rates and announcing a bonus every 
six months, calculated on the moving average of the Government 
Statistician’s index-number of retail prices of foods and rent, as 
a flat rate of pence per hour.* 

The first bonus, announced on April 19, 1919,® was 2|rf. per 
hour ; in November a further Id. per hour was added, and the 
following April, at the time of the Gisborne pronouncement, 

» Book oj Awards, Vol. XXL, p. 513. 

* The bonus was calculated on the basis of the semi-skilled workers" wage 
so that the unskilled workers gained a preferential treatment. 

* Book of Atvarda, Vol. XX., p. 403. 
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another 3d. The cost of living continued to rise sharply, and 
in November 1920 another bonus of 2Jd. per hour (95. per week) 
was announced.^ But by this time it was becoming clear that 
the after-war boom was drawing to a close, and the employers 
offered a strenuous resistance to the granting of the latest bonus. 
The Court reconsidered its decision at a special sitting in Welling- 
ton early in December 1920. There was a fully representative 
panel both of employers and trade unionists, and evidence as to 
the linancial outlook was given by the Chairman of the Bank of 
New Zealand. Tn the evidence of the Government Statistician 
it was made clear that in this and the preceding bonus an error of 
calculation had been made, the adjustment of whicjh would 
reduce the bonus payable to 5s. per week {l\d. per hour). The 
Court decided to revoke its pronouncement, grant a bonus of 
35. per week per hour) and carry forward 2^. per week.* 
When the next bonus fell due early in May 1921, it appeared 
that with the 25. carried forward, a bonus of 55. sliould be granted. 
But in the meantime the slump had occurred in real earnest and 
the war prosperity had given way to the anxiety of a severe crisis. 
To many people the first indication of financial trouble came when 
the first wool sale of the season was a fiasco ; but a severe financial 
stringency was rapidly developed. The high price of butter and 
the guaranteed price of wheat alone saved the farming community 
from serious disaster. As it was, the crisis disclosed in the country 
a bad inflation of land values and in the town serious over- 
importation and increases of stock. ^ 

Under the circumstances, Mr. Justice Frazer, with the con- 
currence of both his colleagues (representing the labour unions 
and the employers), announced a scheme for the stabilisation of 
wages for the ensuing twelve months, under which the bonus 
falling due was withheld, and the promise was made that it 
should be offset against the prospect of wage reductions.^ 

Altliough the bonuses had not effectively countered the rising 
cost of living even as measured in food-prices and rent,® they 
had been effective in allaying unrest, and the withholding of the 
bonus was strongly resisted by the Trade Unions. An appeal 
was made to the Court to reconsider its decision, but this the 

> Book of Awards, Vol. XXL, p. 2103. 
a Ibid., Vol. XXL, p. 2233. 

> The imports for 1920 were £61,695,828, as against £30,671,439 in 1019. 

* Book of Awards, Vol. XXIL, p. 804. 

* Food prices in New Zealand did not rise as much as the prices of imported 
goods such as clothing, being controlled by Government commandeer. The 
calculation of rents by the Government Statistician is very conservative and 
based on inadequate data. 
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Court refused to do.^ In this decision all three members were 
unanimous, and in the published pronouncement it was definitely 
agreed that the basic rates of wages were to be stabilised for a 
year. As some doubt had existed of the Court’s power to fix 
wages for such a long period ahead, a proviso had been added to 
the original pronouncement, carefully worded as follows : — 

“ It is not intended to take away the right of either party to an 
award or industrial agreement to make application to the Court 
under the existing legislation ; but the Court will require proof of 
extraordinary circumstances before departing from the principles 
herein laid down, unless the parties agree to a modification.” * 

This proviso proved a source of serious difficulty very quickly. 

The stir occasioned by the stabilisation scheme had hardly 
died down when the shearers* dispute brought a new difficulty. 
It should be noted that the great bulk of the trades which are 
regulated by the Court are those of the town which are in New 
Zealand commonly and significantly called “ secondary.” Many 
of the industries affected are protected by the tariff, and indeed a 
common argument for protection is that it should bo regarded as 
a complement to the internal protection of labour laws. Any 
increase in the costs of production therefore can be passed on, and 
ultimately must find its way on to the shoulders of the landowners, 
who in New Zealand are mainly small farmers. 

But the rural industries producing for a world-market cannot 
pass on increased costs by raising their prices to any extent, and 
when the shearers, in face of a drop in wool prices to approxi- 
mately pre-war levels, came to the Court and asked for an increased 
piece-rate of wages, the Sheepowners Federation simply returned 
a non possumus. 

The professional shearer in New Zealand is a nomad, often 
of Australian origin, who works tlirough the sheds of Australia 
and New Zealand from north to south on a regular annual round. 
But there is a fluctuating reserve of labour in the ranks of the 
small farmers, and many Maori shearers, though extremely 
efficient and nominally membei-s of the union, arc not greatly in 
sympathy with the more aggressive unionists. 

The Court disagreed, the employers* representative arguing 
that no award should be made and the labour representative 
standing firm on the Court’s stabilisation scheme. The Judge 
made an award which involved approximately a 20 per cent. 

1 Book of Awards, Vol. XXII., p. 938. 

« Ibid., Vol. XXIL, p. 804. 
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reduction of wages, on the ground that “ extraordinary circum- 
stances,” in terms of the Court’s reservation, existed in the 
industry. 

The labour representative (Mr. J. A. McCullough), who had 
held office since 1908, resigned as a protest against what he con- 
sidered to be a breach of agreement; a view of the case which 
was strongly contested by the other two members. The Shearers’ 
Union is attempting to disregard the award, but there is some 
unemployment in New Zealand, and the small farmers will in 
many cases shear their own sheep. The Maori shearers, too, as 
loyal citizens ” intend to obey the award. 

In the meantime the Trade Unions are divided in their 
attitude to the Court. The leaders of the Alliance of Labour 
urge that ” the whole caboose should be knocked on the head.” 
Mr. McCullough at first refused re-nomination absolutely, but a 
great majority of the unions proceeded to nominate him as an 
endorsement of his protest. His deputy announced his candi- 
dature in view of Mr. McCullough’s refusal, but was not supported. 
Such a position was playing into the hands of the Court's 
opponents, until Mr. McCullough wfis persuaded ” to hold the 
fort for a time until a successor can be appointed free from the 
present excitement.” 

It appears, therefore, that the testing of the Court lias begun 
and will be severe. In the past it has if anything kept wages 
back ; it W'ould probably act as conservatively in a time of falling 
prices. But the distinction between nominal and real wages is 
not clear to the wage-earner, and, moreover, prices move unequally, 
so tiiat a manufacturer’s j'roduct may, and probably will, fall 
before the cost of living comes down. The Court’s awards would 
probably operate to prevent wages following the former rather 
than the latter; but reductions in wages of any sort arc un- 
popular, and there is an active minority of tJie labour movement 
which view^s the Court as a mere Capitalistic device, and which 
will therefore be glad of any opportunity to undermine it. 

J. B. CONOLIFFE 

Canterbury Colley e, Npav Zealand, 


The British Association Meeting at Edinburgh 

The British Association met at Edinburgh, September 7-14, 
Section F being presided over by Mr. W. L. Hichens of Cammell, 
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Laird & Co., who gave an interesting address on the Principles by 
which Wages are determined. Its main conclusions were, that no 
simple practical method exists for the division of the proceeds 
of industry between Labour and Capital. Profit-sharing and 
similar schemes are no solution of the problem. In the determina- 
tion of wages we must hope for a wider knowledge on both sides 
of economic forces and conditions, and to a greater measure of 
good-will, and in cases of active dispute to a more frequent 
adoption of arbitration. 

The Section held a joint meeting with Sections J and L to 
discuss Vocational Training and Tests, at which Miss Grier spoke 
of their application in the case of the labour of women and girls, 
and »Sir William Beveridge briefly traced their relationship to 
some of the economic problems of the present time. 

Professor Maegregor showed what light the most recent 
inquiry has thrown upon Trusts : Sir Josiah vStamp, in a pai)er 
which was printed in the September issue of this Journal, con- 
sidered the Taxable Capacity of a Country, especially as exem- 
plified by Ireland, and Miss E. ¥. Stevenson dealt with the 
Economic Theory of Public Expenditure. The remainder of th(5 
papers were devoted to the two subjects of wages and money. 
Miss G. Jebb contributed Cost of Living Sliding Scales, Mr. A. A. 
Mitchell The Breakdown of the Minimum Wage, Mrs. Barbara 
Wootton Self-supporting Industries ; an Inquiry into the Principle 
of Regulating Wages and Provision against Unemployment in 
Accordance with Industrial Capacity, Dr. Mary Rankin The 
Element of Compulsory Arhitralion in Recent Industrial Legisla- 
tion, and Professor Kirkaldy The Wages System and Possible 
Developments, in which he suggested that harmony might be 
attained by the introduction of a system under which workers 
would be graded by an authority constituted for the purpose. 
Mr. A. H. Gibson, in An International Standard of Value, put 
forward a scheme for an international bank of issue which would 
regulate the amount of its notes outstanding by varying the 
rate of interest in accordance with the variation of general prices. 
This was criticised on the ground that it seemed to propose further 
additions to the existing currency of tlie world, and that the 
present time is unfavourable for the international regulation of 
currency. Professor Nicholson, in Deflation, cudgelled the 
inflationists. The part of his thesis which found least acceptance 
was that in which he seemed to reject altogether the “ greater 
pressure of the National Debt’* argument. Professor Cannaii 
ill The Application of the Theoretical Apparatus of Supply and 
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Demand to Units of Currency (printed in this number of the 
Economic Journal) endeavoured to show that currency is no 
exception to the general rules of value, and to explain why the 
elasticity of demand for a rapidly increasing currency eventually 
falls below unity. 

The Report of the Committee on the effects of the War on 
Credit, Currency, Finance, and the Foreign Exchanges consists 
largely of answers given by experts to a well-constructed 
questionnaire — answers often instructive and characteristic. 
Thus, in reply to the question : Is the expansion of credit the 
cause or the effect of the expansion of the currency ? ” Professor 
Cannan replied : ** There has been no expansion of credit when 
you measure credit in an undepreciated standard.” Mr. Bernard 
Shaw says : “ The two are really the same. Credit is one of the 
economic phantoms.” To the question, “ Was it possible in this 
and other countries to prevent the expansion of credit and 
currency ? ” Sir Josiah Stamp replies : “ Theoretically, Yes, but 
psychologically, No.” Mr. Hirst replies “ Yes ” without quali- 
cation. The Report of the Committee on Currency and the Gold 
Standard, which is published independently by its authors, will 
be noticed in a future number. The discussions were as usual 
for the most i)art too amateurish, the number of professional 
economists present being small and consisting chiefly of officers 
of the Section, who have business to attend to, and of readers 
of papers, who are naturally a little shy of vigorous criticism 
of each others’ efforts. But the meeting was a pleasant one, 
and it is hoped that next year the more central situation of 
Hull and (perhaps) lower railway fares will enable a larger 
number of young teachers to attend. Gatherings of workers 
in different places, such as that which Professor Nicholson 
arranged at his house on tlie Sunday afternoon, indirectly 
promote the ” advancement of science ’ as much as many 
“ papers.” 


Recent Official Papers 

Minutes of Evidence of the Comniitlee Apjmnted to Inquire and Rejprt 
on the Assistance which can be given by Women in the carrying out 
of Police Duties, [Cmd. 1133.] 

Report of the Committee on the Employimnt of Women on Police Duties. 
[Cmd. 877.] 

In thickly populated areas there is urgent need for the employ- 
ment of policewomen. They should be invested mth the legal powers 
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and status of a constable, their duties being defined so as not to 
include necessarily the exercise of physical force with consequent 
danger. On the basis of “ comparative worth to the community,” 
the normal standard of pay to the women should be somewhat lower 
than that of the men. But it should be open to a police authority to 
pay equal rates to the women it employs if their work is proved to be 
of equal value. 


Report on Pottery (Profiteering Acts, 1919-1920). [Cmd. 1360.] 

An interesting feature of the trade is the National Council under 
which the employers have undertaken to disclose the average profits 
on turnover and the average wages, so that the employed shall know 
the real facts relating to the industry. 


Report on Conciliation and Arbitration^ 1920 (Industrial Courts Act, 
1919, and Conciliation Act, 1896). House of Commons, 195. 


Census of England and Wales, 1921. Preliminary Report. [Cmd. 
1485.] 

The population of England and Wales, as numbered June, 1921, was 
37,885,242, the largest number on record; but the increase, 1,814,750, 
is but half what it was for the previous intercensal period, and the 
rate of increase is the lowest on record. 

Final Report of the Royal Commission on Wheat Supplies, [Cmd. 
1544.] 


OBITUARY 
Sir Ernest Cassel 

Though the newspapers gave generously of their space to 
obituary notices of Sir Ernest Cassel, his death must have 
seemed, to the older generation, to have excited a far loss intense 
interest than it deserved. He has been described by an eminent 
American banker as “ the greatest financier who ever lived,” but 
he has apparently left the impression of a man who mysteriously 
acquired an inordinate amount of money, a small part of which 
he spent without success on the turf and a larger part in munificent 
charities. 

In fact, his career seems to have been more important than 
his fortune; for it showed the sort of contribution a man of 
genius in finance can make to the economic development of even 
the older countries. It lasted, so far as the City was concerned. 
No. 124. — VOL. xxxi. QQ 
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from 1870 to 1910. At the end of that time he retired from 
active business, having begun with no capital and finished with 
about eight million pounds. And it is characteristic that when 
his will was proved ten years later, after he had given another 
million to social objects, and after a period of great depreciation 
in investments, it was proved for six millions. 

He came to England from Cologne before he was twenty, 
and soon found his way to the firm of Bischoffsheim and 
Goldschmidt. Mr. Bischoffsheim’s considerable abilities naturally 
included the power of justly estimating other people. Thus when 
Baron Hirsch, then a prince of Continental finance, asked him 
how best to enforce a claim against the Turkish Government for 
building the Oriental Railway, the advice was, Send for my 
man Cassel.” The Baron had expected something more impres- 
sive, but he took the advice and got his money. Thereafter 
Cassel was on the road, and clever constructions and reconstruc- 
tions in Sweden and America, North and South, brought him 
into the Eg 3 ;ptian field with a reputation for making money and 
a small but strong and loyal group of associates all over the 
world. In Eg 3 rpt the necessities of an effete government enabled 
him to get control of a certain amount of land which, if history 
and the analogy of not distant countries were to be trusted, 
would increase in wealth if it were given a chance. Personalities 
made his task difficult, but Windsor Cassel ” had all that 
knowledge of personalities which was necessary for him. He 
used it, however, only to promote a plan sound in itself. Thus 
he combined the investor’s desire for bonds and preference shares 
at a time of cheap money with the potential wealth of a neglected 
but historically rich country ; Egypt was irrigated for ever and 
the £5 Deferred Shares of the Daira Sanieh Co. changed hands 
at £900. 

His subsequent activities contributed to the strength of many 
banks and other enterprises which now play a useful part. In 
the Directory of Directors he appeared only as a trustee for 
Egyptian Government Irrigation Certificates ; but he maintained 
a sort of control over a number of first-class undertakings through 
nominees on their boards. It may be worth while to discuss 
his methods in the light of the American estimate of him quoted 
above. He never made, or wanted to make, the mistake of 
tiying to sell to the public something in which he did not himself 
believe. He tried to discover concerns or countries the wealth 
of which could be increased by association with new capital in 
a new way. Having found for them a relatively small amount 
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of fresh capital himself — with his friends — it was usual for him 
quite soon to make a public issue bearing a fixed but high rate 
of interest, and not carrying strong voting power. Thus he was 
quickly liquid again himself, and the holder of Deferred shares 
in some form or other. His judgment being very good, the 
public usually got the interest for which they had bargained, 
and when his bigger plans matured, did not grudge the greater 
share of profits which fell to him. 

Thus by good judgment, great quickness and energy, willingness 
to let other people make money, and the rare courage which 
enables a man to keep his resources always liquid, he made by 
himself one of the great fortunes of the nineteenth century, 
made it as a British citizen, and not out of the losses of others. 
He neither despised nor appeared to despise so rare a success; 
for the great appreciate greatness, and there had been nothing 
small in his career. But as victory followed victory, the issue 
of the other, secret, battle appeared always more like defeat. 
Family losses greatly afflicted his kind and patient heart. The 
war confirmed and deepened his inner melancholy. 


Current Topics 

The Political Economy Club, founded in 1821 by the exertions 
of Thomas Tooke (author of The London Merchants* Petition), 
with the co>operation of Malthus, Ricardo, James Mill, and 
others, celebrated its centenary on November 2. Lord George 
Hamilton presided over the celebrations, supported by many 
members of the club, and the guests included the President of 
the Board of Trade, Lord Haldane, Lord Ernie, Lord Askwith, 
Mr. Hilton Young, Sir Maurice de Bunsen, Sir Charles Addis, 
Sir Donald Maclean, Sir Frederick Macmillan, Mr. Henry Bell, 
and the Hon. George Peel. 

Letters of congratulation on the Club's services to the advance* 
ment of Economic science from the American Economic Associa* 
tion and others were read. The question, “ What has been the 
character of the services of the Club in the past, and what could 
be the scope of its activity in the future ? ” was opened by Prof. 
Sir W. Ashley, and those who took part in the discussion, in 
addition to Lord George Hamilton, were Sir Bernard Mallet, 
Lord Ernie, Mr. J. M. Keynes, Mr. Stanley Baldwin, Lord Haldane, 
Sir Hugh Bell and Professor Andreades. 
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We note with pleasure that the Laveleye Prize has been 
awarded to Dr. Alfred Marshall. This is a quinquennial prize 
bestowed on some distinguished publicist for having made 
important progress in political economy and social science. 
The jury, appointed by the Royal Academy of Belgium, looks to 
the erisemble of an author’s works, without regard to his school 
or nationality. The friends and admirers of Laveleye who 
founded the prize after his death preferred this form to one 
which would encourage youthful aspirants to compete in the 
production of prize essays. It was thought that the memory 
of Laveleye would better be perpetuated by connecting his name 
with that of some savant of world-wide reputation. This 
purpose has certainly been achieved in the present case. The 
grounds on which Dr. Marshall has been selected for this honour 
are ably stated in the report of the jury, containing an appreciative 
estimate of Dr. Marshall’s work. Professor Mahaim acted as 
secretary and reporter for the jury; Count Goblet d’Alviella 
was president; and the other members of the jury were the 
Right Hon. A. J. Balfour, M. G. de Greef, Baron Descamps, 
Professor Charles Gide, and Mr. Seebohm Rowntree. 


A correspondent writes : — “ Prof. Knut Wicksell was born 
on the 20th of December, 1851, and will therefore attain the age 
of 70 on that date this year. His birthday will not pass un- 
noticed among Swedish economists, among whom he is revered 
as the G.O.M. of the science. His contributions fall into two 
more or less separate categories. In his theoretical work he is 
an eminent representative of the Austrian school, the ideas of 
which he has brought into a more complete body of doctrine 
(Ober Wert, Kapttal und Rente, 1893, Yorlesungen vber National- 
okonomie avf GrundUige des Marginalprinzipes, 1913, etc.). 
Perhaps even more important are his contributions to the theory 
of money, in which he works out the quantitative theory for 
systems of credit and paper money, and for the first time, perhaps, 
in his generation shows the all-pervading influence of the rate of 
interest upon the value of money and upon crises. One of his 
Swedish colleagues, Prof. David Davidson, has shown how close 
a resemblance this theory bears to ideas enunciated by H. Thorn- 
ton in An Enquiry into the Nature and Effects of the Paper Credit 
of Great Britain (1802). Wicksell, however, had worked out 
these ideas quite independently, without any knowledge of 
Thornton’s book, and brought them to a consistent whole 
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{OeMzins und GiUerpreise, 1898, Vorlesungen, Vol. II, wliich will 
appear soon, containing his ideas in mature form, published 
earlier in Swedish). Though he wrote mainly in Swedish or 
German, Wicksell’s genius may be considered thoroughly English. 
Adam Smith, Malthus and Ricardo have been interpreted by 
him with the utmost devotion and insight. His name has 
appeared in the Economic Journal from time to time as con- 
tributing to the discussion of important topics. Wickscll held 
the Professorship of Political Economy in the University of 
Lund, S. Sweden, from 1899 until his retirement in 1916, and is 
living now in Stockholm, where he has been constantly occupied 
in Government work connected with the Inland Revenue Depart- 
ment and the National Bank of Sweden.'’ 


At the invitation of the Government of India, Mr. J. M. 
Keynes is acting as Vice-President of the Indian Fiscal Commission 
lately appointed. He will proceed to India at the end of January 
and will be absent from this country for about three months. 


M. Ernest Mahaim, Professor of the University of Liege and 
the correspondent for Belgium of the Royal Economic Society, 
has been appointed Minister of Industry, Labour and Supply in 
the new Belgian Cabinet. 


The Evans Prize of £100, offered through the Cobden Club 
for the best essay on “ The Wisdom or Unwisdom of Restrictions 
on the Exportation and Importation of Gold,” has been divided 
between Miss W. A. Elkin and Miss E. Van Dorp, to whom, out 
of eighteen competitors, it has been awarded by the examiners. 
Professor Edwin Cannan and Dr. James Bonar. 

Miss Elkin was a student at Newnham, and took a First Class 
in both parts of the Economics Tripos at Cambridge. She has 
done much work in connection with the relief of the famine 
areas, and was for some time secretary of the “ Save the Children 
Fund.” Miss Van Dorp is a Doctor of Law and a lecturer at 
the University of Utrecht; and a contributor to the Economic 
Journal, 
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RECENT PERIODICALS AND NEW BOOKS 


The Edinburgh Review, 

October, 1921. Labour and the League of Nations, Sib Lynden 
Macassey. The International Labour Organisation should be 
more widely known; and might bo much improved. The 
activity of rival “ Internationals ” excites the fear that “ Geneva 
will become merely a stage on the roundabout road to Moscow.” 


The Fortnightly Review, " 

September, 1921 . The Economics of Cmnmunism. J. A. R. Marriott, 
M.P. A reply to the Marxian arguments of Mr. Gould (in the 
July number) is pointed by the results of the Russian experiment. 

November, 1921. l^rices and Productivity, H. H. O’Farrell. A 
vigorous attack on the position that deflation is inconsistent 
with productivity. Unemjdoymentj itJi Cause and only Cure, 
J. Ellis Barker. A criticism of the Government proposal. 

The Nineteenth Century, 

September, 1921. The Bolshevist Food System, Mrs. Harold 
Williams. The essence of the Bolshevists' policy is the Com- 
munist system of production and distribution resulting in starva- 
tion. The Industrial Ctisis and the Remedy, C. W. Macara. 
The crisis is aggravated by the meddling of politicians; among 
remedies is the application to all industries of some such scheme 
as that of the cotton-spinners, under which the employed arc 
entitled to ascertain the earnings of the industry. The Nation 
and Finance. Sir Henry Craik. The plight of the middle 
classes requires a check to Government expenditure. “ We can 
no longer afford a Labour Department which demands an annual 
revenue of £20,000,0()0 for work, the utility of which is at best 
problematical; which busies itself in fussy interference with 
matters which would be much better left to private bargain.” 

The Round Table. 

September, 192L National Prosperity and Industrial Peace. A 
well-balanced argument shows that “ the present state of affairs 
is partly due to the callousness and greed of a groat part cd 
Capital,” and partly to “ the hatreds and the false economics m 
a great part of Labour.” The remedy is a change of attitude 
on both sides. ^ 
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The Banker's Magazine. 

May, 1921. The Possibility of Forecasting Rates of Interest, F. G. 
Peake. Observations of the Money Market from 1882 to 1913 
show a correlation of above + *5 between (a) the difference 
between the rate of interest on floating money and the rate of 
discount on three (or six) months’ Bank Bills, and (5) the rises 
and falls in the floating rate during the three (or six) months 
following the date of the quotations referred to in (a) (the 
prospect of (b) having presumably influenced (a)). 

August. The Relationship between the American and French Exchanges 
and the Rates of Interest and Discount, F. G. Peake. There is 
a correlation of — 42 between (a) the average annual value of 
the sovereign in dollars for the years 1882-1913, and (6) the 
rate for floating money (and also the rate for discount of 
three months’ Bank Bills) in London. The average annual 
rates of exchange between France and the United Kingdom 
do not show any such relations with the rates of interest and 
discount in London. The monthly average for the period also 
present interesting relations. 

September. On the Prices of Commodities, E. G. Peake. From 
Sauerbeck’s statistics for 1850-1910 there arc elicited corre- 
lations averaging +*59, betw-een the yearly index numbers for 
several groups of commodities (e. g, between the textile group 
and that -pf vegetables + 60, between textiles and minerals + 51)* 
The average percentage variation of the index numbers from 
year to year are different for different commodities ; e, g. (1850- 
1880) potatoes 18-300, 4-4 for beef. 

Intemaiional Labour Review (Geneva). 

July-August, 1921. The International Labour Office and the Pro- 
tection of Children, Labour Legislation in France during and after 
the War, Boger Picard. The British Industrial Court, Sir 
William Mackenzie (Pn^sident of the Court). 

The Labour Monthly, 

August, 1921. Vol. I., No. 2. The World Economic Situation, 
L. Trotsky and E. Varga. A gloomy and inflammatory tirade. 
There is anticipated a new, a “ genuine,” world-war, with con- 
sequences compared W’ith which ” the present state of Europe 
might be reganied as the height of well-being.” It is admitted 
that “the struggle of the proletariat for power has been tem- 
porarily checked and its tempo delayed.” But revolutionary 
communism will ultimately prevail. 

The Quarterly Journal of Economics (Cambridge, Mass.}. 

August, 1921. Generating Cycles reflected in a Century of Prices, 
H. L. Moore. Cycles of approximately eight years in the yield 
per acre of British crops may be traced during the last 160 years. 
Fundamental Problems of F^ral Income Taxation, T. S. Adams. 
Sur-taxes, income-tax on corporations, the business tax, the 
relative claims of simplicity and equity are among the topics 
handled. The Measurement of Changes of the General Price Levd, 
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Au.yn a. Young. An expression agreeing with Prof. Irving 
Fisher’s index-number is evolved. Reci'procity miK Canada, 

S. Patton. The Shifting of Taxes on ScUea^of .Land and 
Capital Goods and on Loans. H. G. Bbown. Reorganisalim of 
Instruction in Finance. W. H. Lough. Unit Coats as a Guiding 
Factor in Buying Operations. G. E. Putnam. The packer’s 
system of cost accounts is typical of what is, or should be, the 
practice in other industries. 

The American Economic Review (Cambridge, Mass.). 

September, 1921. The Movement of Real Wages, 1890-1918. • Paul 
Douglas and Frances Lambesson. The commodities received 
by the American workman for an hour’s work was at the end 
of the War from 10 to 20 per cent, less than in the decade 1890- 
1899, from 7 to 17 per cent. less than in 1916. Recent Develop- 
ments in the Federal Farm Loan System. George E. Putnam. 
Referring to the decision of the Supreme Court, February 1921. 
Railway Service and liegulalion m Port Terminals. C. 0. Rugglbs. 
Family Budgets and Wages. Margaret L. Stedier. The use 
of Budgetaiy Studies for the measurement of cost of living and 
adjustment of wages presents serious difficulties. Changes in 
Discount Rales of Federal Reserve Banks. Anna Youngman. 

The Political Science Quarterly. 

September, 1921. The Problem of Railway Control. Emory R. 
Johnson. “ The railroads, waterways and highways . . . should 
be so co-ordinated that they will together form a physically 
unified transportation system.” Unemploy ment Relief in Greal 
Britain. C. H. Nortiicott. “ Insuranee against unemploy- 
ment will come to be considered as rational and desirable as life 
and fire insurance.” The Bank of England and the Money Market. 
J. E. Norton. The Bank has now less control over the supply 
of credit than formerly. 

Journal of Political Economy (Chicago). 

October, 1921. The Economics of American Penology. H. E. 
Barnes. Referring to the prison industries of Pennsylvania. 

The Review of Economic Statistics (Cambridge, Mass.). 

August, 1921. The Position of Gold. Joseph Kitciiin. In view 
of checks to the production of gold it is predicted that the average 
output for the next decade wiU be about £70,000,000 per annum. 

September. The usual monthly survey of general business con- 
ditions is followed by a study on World Banking Currency and 
Ptices, 1920-21. A return to pre-war prices is regarded as very 
improbable. At some height between the previous and the 
present levels the trend of prices is likely to bo horizontal or 
moderately descending for several years. 

October. The Readjustment of Operating Expenses. Melvin T. 
Copeland. There were wide divergencies in the sales at which i 
the various items of expense and selling prices increased in 
several shoe factories. Operating expenses followed the fluctua- 
tion in receipts from sales very closely in several businesses. 
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Jaumal des JSconomistes (Paris). 

October, 1921. La reforme sociale et lea Finances brilanniques. 
Y. Guyot. Lea assurances sociales chligcUoires, G. de Nouvion. 
Les prix et lea aataires en Angleterre de 1914 a 1920. A. Raffa- 
LOVICH. 


Revue d'^conomie Politique (Paris). 

July-August, 1921. Theorie des hanques. J. Lescube. Les idies 
des “ narodnild ” russes. J. Dklevsky. This sect hold that 
the socialistic destinies of Russia differ from those of capitalist 
Europe and need not develop on Marxian lines. L'idee de loi 
■* naturelle dans la science cconomique, P. Struve. 


WeUwirischaflliches Archiv (Jena). 

July, 1921. Krdfte in der deutschen Industriewirlschaft. Dr. H. 
Beckeruth. Die holldndischen Kolonien und der Freihandd. 
Dr. j. C. Kielstra. Die Enstehung der engliachen Wdhrung. 
Dr. K. Singer. Das wesen ... des Bank hredits. Dr. L. v. 
Bortkewich. 

Zeilschrift fiir Volkswirtschaft und SoziaUpolitik (Vienna). 

New Series. Vol. I. Parts 4-6. Carl Menger. J. Schumpeter. 
An appreciative study on the work and scientific character of 
the great Austrian economist. Die soziat-dkonomische Kategorie 
der Wertes. Dr. Hero Mueller. Stabilisierung oder Valutahe- 
bung ala Ziel der Wdhrungsreform. E. H. Vogel. JXe Bedevtung 
der Warenbdrsen fur den wirlscliafllichen Wiederaufbau Oeaterreichs. 
R. Brigiita. Proposals for reviving Austrian trade. 


De Economist (La Hague). 

October, 1921. Malthus, L. A. Ries. This article concludes a 
study of the Malthusian doctrine, dealing with the decline of 
the birth-rate and other aspects of the subject in the light of 
numerous authorities. 

Giornale degli Economisti (Rome). 

August, 1921. SuUa rilevazione statiatica del movime'nto dei forestieri. 
R. Bachi. On statistics of temporary Residence. Inierno cUle 
pressione di quatunque imposta a paritd di prdievo. G. Boroatta. 

• On the pressure of different kinds of taxes (referring to an article 
in the July number). II prezzo dd pane in Matdica nd secolo XVIL 
M. Boldrini. 

Abftbmbeb, 1921. Un caso di protezionismo marittimo a Rovescio. 
E. CORBINO. La discriminazione qualitativa fra ricchezze soggette 
ad imposta. S. Oneto. 

La Riforma Sociede (Turin). 

July, August, Sbpteaibeb. Uinchiesta aul conlrcUo operaio. The 
results of a questionnaire circulated by the Riforma concerning 
the control of factories by the workpeople. 
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Metrm (Padua). 

September, 1921. Among articles which specially concern the 
economist is that of Lugien March on the modes of measuring 
the general movement of prices, clearing up the confusion between 
the budgetary and the monetary index : ** Dans le calcul de 
rindice mon^taire, il est inutile de faire intervenir les quantit^s.” 
Professor C. Qini writes on the war from the point of view of 
eugenics. Hie increase in the proportion of male births during 
^ the war observed in this country by our Begistrar-Gleneral and 
cdbservable among other belligerents is attributed by L. Savobqnau 
to a longer duration between conceptions. There are other 
papers of great statistical interest. 

^ lievisla Nacional de Economia (Madrid). 

VoL. X., No. 29. La organizacidn de las transportes en Espana. 
Asmta Barthe. Proyectos de refonna monetaria en Europa. 
6. ZOTTER. 


NEW BOOKS. 

English. 

Atkinson (Meredith). Australia : Economic and Political 
Studies. By various writers. Edited by M. Atkinson. Melbourne : 
Macmillan. 

Brand (Hon. R. H.). War and National Finance. London : 
Arnold. 1921. Pp. xii + 287. 155. net. 

[To be reviewed.] 

British Year-Book of International Law, 1921-22. Second Year 
of issue. London : Frowde. Pp. 272. 

[Since tho publication of the first volumo the Year-Book has been affiliated 
to tho British Institute of International Affairs. Sir Erie Richards leads off tho 
second volume with an article on the Permanent Court of International Justice.] 

Carpenter (Charles). Industrial Copartnership. With Chrono- 
logical Notes on British Profit-Sharing and Copartnership. London : 
Copartnership Publishers. 1921. 

Cohen (J. L.). Insurance against Unemployment. With special 
reference to British and American conditions. London : King. 
1921. Pp. 636. 

Commons (John R.). Industrial Government. London : Macmillan 
Co. Pp. 423. 175. 

CopiJtND (D. B.). Currency and Prices in Australia. The Joseph 
Fisher Lecture on Commerce. Adelaide : Hassell. 1921. Pp. 44. 

Cousins (H.). A New Policy for Labour. London : Palmer. 
Pp. 110. 6». 

[Containa aa introduetkm to the propoeale of Major C. H. Douglas for the 
democratiaation of credit.] 
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Dbysdalb (G. V., D.8o.). The Malthusian Doctrine and its 
Modem Aspects. London : The Malthusian League. ]^. 68. 

[A series of articles contributed to The Malthusian during 1916 and 1917 by 
the editor of that organ.] 

Dbysdalb (C. V., D.Sc.). Wages and the Cost of Living. London : 
The Malthusian League. Pp. 48. 6d. 

[A paper written for tho Economic and Statistical Section of the British 
Association at Birmingham and rejected by them is now reprinted.] 

Qidb (Charles). Premieres Notions d’ilSconomie Politique. Paris : 
Michel. Pp. 177. * 

[Beginning with tho labour of insects and the capitalisation practised by 
dogs, the eminent economist presents clearly “ apenius on the origin ana 
evolution of primordial sociological notions.**] 

Forrester (R. B.). The Cotton Industry in France. (Gartside 
Reports.) With an Introduction by D. H. Maegregor. Manchester ; 
University Press. 1921. Pp. 142. 

[The author is Lecturer in Political Economy in tho University of Aberdeen.] 

1 Gilchrist (R. N.). Principles of Political Science. London : 
Longmans. 1921. Pp. 799. 

1 Gregory (T. E. G.). Tariffs : a Study in Method. London : 
Griffin. 1921. Pp. 518. 

[To be reviewed.] 

Halstead (R.). Tho Producer’s 'Place in Society. Manchester 
Co-operative Union. 1921. Pp. 48. 1^. 

[Increased control of industry by tho workers will be attended by many 
blessings.] 

Hawtrey (R. G.). The Exchequer and the Control of Expenditure. 
(The World of To-day.) London : Milford. Pp. 72. 28, 6d. 

[To be reviewed.] 

Hiscox (W. J.). Factory Organisation and Practice. London ; 
Pitman. Pp. 214. Ss, 6d, 

Jevons (H. Stanley). The Economics of Tenancy Law and 
Estate Management. A course of public lectures delivered in the 
University of Allahabad. Allahabad : University, 1921. Pp. 114. 
R. 1-8. 

Jones (Robert), D.Sc. Taxation, Yesterday and To-morrow. 
London : !^ng. 1921. Pp. 147. 

Kirkaldy (A. W.). British Finance during and after the War, 
1914-21. Being the result of investigations and materials collected 
by a Committee of Section F of the British Association. Co-ordinated 
and brought up to date for the Committee by A. H. Gibson. Edited 
by A. W. Kirkaldy. London : Pitman. Pp, 474. 15s. 

[The mass of information embodied in the four reports of the Committee aro 
here co-ordinated and brought up to <^te by Mr. A. H. Qibson. Ho adds some 
interesting reQections. If Qovemmenfi bad conscripted the factors of pro- 
duction for war materials, expenditure might have been reduced by a half. 
A similar reduction misht have been effected if the Government had refrained 
from the policy of credit expansion. It is doubtful if any country has gained 
by a policy of inflation.] 
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Kirkaldy (A. \y.). British Labour Replacement and Concilia* 
tion, 1914-21. Being ^e Bcsult of conferences and investigations by 
Committees of Section F of the British Association. Co-ordinated and 
revised by^idiss A. Ashley^. Part II. : On Conciliattion. Edited by 
A. W. Kirkaldy. London : iPitman. Pp. xxxv + 266. IOj. 6d. 

McDouoall (William). National Welfare and National Decay. 
London : Methuen. 1921. 1^. 214. 15^. , 

MacMurray (John V. A.). Treaties and Agreements with and 
concerning China, 1894-1919. Vol. I. Manchu Peribd, 1894-1911. 

Mann (Harold H.) and Kanttkar, L. Ag. Land and Labour in 
a Deccan Village; (University of Bombay Economic Series, No. HI.) 
London : M^ord. 1921. Pp. 182. 

[A sequel to the study noticed in the Egonobcio Journal relating to another 
Deccan village. Jategaon Budruk, the subject of the present study, resembles 
that other village in some respects ; in particular the increase in the number of 
holdings and the division of the holdings into fragments.] 

Monetary Policy. Report of a sub-committce on Currency and 
the Gold Standard. London : P. S. King. 1921. Pp. 75. 2s, Gd. 

Moon (Parker Thomas). The Labour Problem and the Social 
Catholic Movement in France : a study in the History of Social 
Politics. New York : Macmillan Co. 1921. Pp. 473. 

Olds (Marshall). The High Cost of Strikes. London : Pitman. 
Pp. XX + 286. 15s. 

Orton (W. H.). Labour in Transition : a survey of British 
Industrial History since 1914. London : AUan. 1921. 

Pagar (Shankar M.). The Indian Income Tax : its History, 
Theory and Practice. Baroda : S. M. Pagar. 1920. Pp. 219. 8s. 

[The author, and publisher, was for some time Director of Commerce, 
Industry and Statistics, Baroda State.] 

Paul (E. and C.). Prolecuit. (New Era Series.) A Study on 
Proletarian Culture. London : Parsons. Pp. 159. is, Gd. 

Penson (Sir Henry). The Economics of Everyday Life. Part II. 
Cambridge University I^css. 1921. Pp. 111. 

[To bo reviewed.] 

l^GOU (A. C.). The Political Economy of War. London : Mac- 
millan. 1921. Pp. 251. 

[To be reviewed.] 

Rees (J. F.). A Short Fiscal and Financial History of England 
(1815-1918). London : Methuen. 1921. Pp. 246. ik 

Rowntree (B. Seebohm). The HumanXFactor in Business. 
London : Longmans. 1921. Pp. 1^6. 

Sodte (James Brown). Proceedings of the Hague Peace Con- 
ferences. Vol. II. The Conference of 1907. New York Oxford 
University Press. 1921. Pp. 1086. ♦ 
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SPALDiNa (WnuAM F.). Foreign Exchange and Foreign Bills in 
Theory and Practice. London: Pitniiaii*^ 

Stone (Gilbert). A History of Labour. Londoiy Harrap. 
1921. Pp. 416. ^ 

Tbmpbeley (H. W. K.), Editor. A History of the Peace Con- 
ference of ^aris. Vols. IV. and V. (Institute of International 
Affairs). London : Frowde and Hoddcr. 1921. 

[Economic Reconstruction in the treaties fo^s part of Vol. V.] 

Thomas (S. Evelyn). The Principles and Arithmetic of Foreign 
Exchange. London : Macdonald & Evans. 1921. Pp. 269. 

Walls (Ernest). Progressive Partnership. X^usiness Man’s 
Series.) London : Nisbet. Pp. xi + 284. 126r. 6d. 

Woods (Miss K. S.). The Rural Industries round Oxford. A 
survey made on behalf of the institute for research into agricultural 
economics. University of Oxford. Oxford : Clarendon Press. 1921. 
Pp. 180. 

[To be reviewed.] 

American. 

Commons (J. R.). Trade Unionism and Labour Problems. Selec- 
tions and Documents in Economics. Edited by W. Z. Ripley. 

Commons (John R.), and others. History of Labour in the United 
States. With an intr^uctory note by Henry W. Famam. New 
York: Macmillan Co. 1921. Vol. I, PP* 023; Vol. II, pp. 620. 

[To be reviewed.] 

Mitchell (Broadus). The Rise of Cotton Mills in the South 
(Johns Hopki^ University Studies). Baltimore : Johns Hopkins 
Press. 1921. Pp. 281. 

[To bo reviewed.] 

Lippincott (I.). Economic Development of the United States. 
New York : Appleton. 1921. Pp. 670. $ 3.60. 

Pasvolsky (Leo). The Economics of Communism. With special 
reference to Russia’s experiment. New York : Macmillan Co. 1921. 


German. 

BOhm Bawebk (Eugen von.) Kapital and Kapitalzins. Jena : 
6us(|bv Fischer. 1921. 

[This is the 4tli::;tedition of the two well-known works of the late eminent 
Professor and Flilaiico Minister. The text is left as finally revised by tha^ 
author ifi the 3rd edition of the Theory (1009) and of the History (1914). See 
JouBNAi. of June 1913, p. 241, and March 1016, p. 68. The book is now 
arranged in three uniform volumes, of which the first has the History, the 
seoond the text of the Theory, the third the Excursus, previously divided 
between the two volumes of text (see present Vol. II. p. xivnote ). ... fitofessor 
Wieser has given us two Prefaces (to Vol. 1. and Vol. II.) describing tlis Author*s 
place andj^fiuence in well-chosen words of praise, though not himself wholly 
in ogreeinwt with the tjjjsory.] 
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Buokbe (Wai/tebL d 0 r Welt. Eim 
^dlkswi^ohiatlibhe IJnveifeUi^iiEg. Berlin : Deutsche Verlags- 
Ansl^t. 1921. ‘ . 

^ [A Btudy^ the supply bf^|f|roge&^befOre and during the War and for the 

Stolpeb (Pr. Gustav). Deutschdsterreioh aIs Sozial und Wirt- 
Bohafts Problem. Munich : -Drei Marken. 1921. ^^. J|20. 

Der Wirtschaftliche Wiederaufbau. il^rlin ; K. Block. Mk. 90. 
Various authors treat Varidika sides of economic rec^truction : the 
socialisation of industrial concerns, direct and indirect taxes, Ger- 
many’s liabilities, etc:- 


J[ tdfltfClTt* 

Amoroso (Prof. Luigi). Lesioni di Economic Matematica. 
Bologna Zanichelli. Pp. 472. 

Amoroso (Prof. ^tnoi). ^Lezioni di^ Matematica Finanziaria, 
raccdte della Professbra Emma Sciolette. Volume Primo. Naples 
Gennaro .Mago. 1921. Pp. 208. 

[The fiubjeots treated are the operations of the money-market; the mathe 
matical' theory of capitalisation ; the conceptions of functions in general, and 
of tho 89 which are proper to the technique of insurance ; the foundations of the 
differential calculus and its applications to finange. 

ARtom (£•)•. Lineaihenti della crise sociale, cos prefazione di 
AchiUe Lorie. ^rin : Unione Tipogrdphico. Pp. 359. 

Pareto (Vilfrbdo). Lezioni di Scienza economica razionale e 
sperimei^tale. Bdvigo : Industrie grafiche. 1921. Pp. 907. 

Prato (Guiseppe). Un Tentativo di Banco pubblico a Mantova 
nel 1626. Turin. 1920. ’ 

Bicci {U.). ll fallimento della politica annonaria. 












